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Eédor General v, J,
Direator, 0ffine of
ﬁashington, D. C,

: 1 am transmitting n
Raconetrugtio RE herewith a memorandum on
rgna of 1ntorga%? the Far Kaat, whioh I hope you will

8hall he grataful for an early opportunity

: b
of disounasin '
Enthi. and related matters with you as seen

a? you can find the time for an interview,

Roupoottul%y

a od P '

E. Ay Long
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§ MEMORANDUM ON RECONSTRUCTION IN THE FAR EAS8T

L. %In the Far East generally, and in China partiocularly,
the U.és. concelvably will bae confronted with many postwar
problo@a of the first magnitude, Bhe haes emerged from the war
as tho%grgatout and strongest of the viotorious Powers, mili-
tarily{ politically, and economically, as well as the staunohesat
and mo%t formidabhle champion of human righte and welfare., Thus
the naéionl of the Orient will look to her for leadership in
ohnrti&g and promoting their developments along the demooratio
path oé material and moral progress, especially during the
diffioélt transitional period, wherein exipgent jssues whioh have
arisen or oacﬁrred during the protraated warfare must he faced
and adiustoa.
2, §In China these isauna inolude, among othera, the many
probloén which will arise from the surrender of extraterritori-
ality énd its manifold emanations and privileges, such as foreign
administered "eottlements" and "oconcessions", judiocial Jurie-
dioctioms, property ownership, investments, franchisea, as well
as foraign control and/or participation in greater or lesser
degrea in such matters as the Customs and Poatal services, con-
servanpy work, pilotage, eta,
3. zThoro is & tremendous amount of unfinished business
oconsequent upon the rotirement in 1937 of the Chinese Government
SECK"
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. SECH-
from N%nkinz to remote Chungking and on the abrupt break after
Pearl ?nrbor in Allied intercourse with occupied China (which
1nclud§d all the most important cities in that country).
4, %To ensure an orderly, evolutionary transition from the
old togtho'now as well as to build our relations with the China
of thoéruture on secure and abiding foundations, wise counsel
{from Aﬁbrican specialists on the complex and many faceted
cmnes;' problems must be available and utilized.
5. ??olxtically and economically, the new China probably
will b; seized, at the outset at any rate, with a perfervid
nation}lilm, but it will be the duty of the United States to
guide ?hil upsurge of sentiment along the channels of healthy
onpiri?iam combined with pructical caution as well as along
eoursa; which experience has shown to be safe and prudent.
6. zThit duty devolves on the United States both because
of hor%prosent and potential hegemony in the Orient, as well
as horéobligntion to protect the vast material outlay from
her ci?izans and government which seems in prospect. Wise and
aympat%etie, alboit firm, handling of China and Chinese will be
osaont?al.
7. %Heneo the U, 8. must have qualified agents (a) to keep
unoblérutivc watch and ward over developments and the American
eoonoéie stake in the Far East and report thereon and (b) to

i
guide, instruct, and advise, always in an unostentatious and

nlt-oérrnc ing manner, SECRt %
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SECifB} '

8, As conditiona aine qua non these agenta must be (1)
pérsona who have had wide, varied, and original experienge in
the country of their respective assignment, inoluding knowledge
of 1ts language, and (11) the abllity to ingratiate and "ayn-

thesize" themselves with the natives.

S ey

i, A.'Long
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HEARQUARTERS

OFFICE OF STRATEGIC SERVICKS
CHINA THEATER

R ) i ,,,%,‘S)g'“a";
i‘ ] Oy 1005 Ave wpe o

H [
:

ﬁ ]

FUBTEQL:  ¢olens) 9iwd and Ma Jow [peeevel lha Yialt wilh General Jmlisy,

To v leasl pdalerd Py peppuery Rlealecis garvioed QFflowr, GiN,
#iina Thenley, AT £07, Nl
o

1 f‘)_,\ the morndng of Wodeyy May 7T, fl‘)l;.‘}, e feoaplich gergeand
al gabresaior urleyta aes onlted o offfee and auhed b hnve Colanel
Bird BRA M Jor Traacvell dpop tn be ese Mg Anbasssder ab nweon,  (Tha
fergeant wic 6alled d1d nol kpow defiuttely whab 'lhe Anbageador wsoted ie
take up, bbb he dld kuow that Juel befove walilup Whe reguenl, Geperal
mr)ey hnd reaslived m mosmage foiom B1VMe Drdgges Vhe Mharges AVAPPal res,
Ihia megsato lind descpibed & wbellug, n fow doys previouelyy balwaan My
Medggs and Ma Jor Maesevell at whiel the laller exypyesded he deslype Lo
pmintalr slose voplest with the Babcesy v mableva porvtainlng bu pol il ead
Intalligense, BajJor Raosevell sxpresosd e lellel thal 1lownw of peat i) aal
iatellipgenve were definllely nol the pelmagy Tmalyepa af' he 083 In Chies
und gol he pelnted ol Lhaly beonaes of sone of Me previvaie venbaale in
Giina and lecuass of the sdroulablon negeseary Por gy dilelllgenne wailk,
matecial f pulitdaa? dntereel was bund b gone hle ways  ba Jor Poogeveld )
then offo.ed te wnlie w1l matlers of bl Lype, whioh wepe dupiodtanh enough,
ayailpbls 0. Lhe iﬁnbhggy. At Lhe eble ij'f’s. L o.,-i_]_nhgfnt:@ rﬂ@r-\l"l;y el he was
aoh making dt Wi busdoeea Lo gooonl and gel Whies anl ul Lhing sluoe bhaty,
pfler ally wan the provipes of e Ebasey Lot bhal panlltlgal nleltlgenos
aa g blsprodugl of Be ol ok wlghl e of Anleveaab Lo Moy Brigens Mt
Bedgpr wee i oenplele agiepmenk vod war erlionely silons Wal eny seteplal
af this llnd of bwpertanne b b ughl bo e alblagtlon and he podoled oud
el bhe 048 was often 1 o pordtden toopet Tnkal  ganoe nol avalluhle to
the Brbaseys MaJor feossvell Lhen potnbed vol Lhisl vepy often e erpdagte
gepund bowin were gnajous Lo ddeeusn Wie b Toe of @iine and lie axplained
el undes angh slronmptenoed his resoilon we Lo 3hay auh of the dleongnien
wEgspl 16 plaga hie suppoet babilid We potloy of Qenerale Wedsmeyer and fudey
aod gongugiently behlnd the Genbral Governmenl of the fenarallisglon. Mes
ﬂ;'lwﬁ g@ﬁiqqa wénﬂ!mhpm‘{‘pﬂ]y with thie Leeatmenl nf Lhe ;H‘H'l)u’llh Mhe aolw
vepsabion moneluded ¢ e hapln uf ganplede goojerutiion ag understlianding, )

2 ?ﬂls@xz Godonel Bisd and Major [pesevelt arpdved sl Anhaesador Tuideyls
affios he pecslved ww cordially end auked us lo wley for Inueh, We then sat
down and the Ambeerador sxpdalned Lhab he was godng 4@ belal op on the baokw
‘ground and present sbabua of his polley In Gy lnay g

! . ! a & 5-,.; i f',s;nf J,

Je Zenexval Hurley veinded up of & siutiemany mad.%‘“by“b@@m‘bary Il the
the Tspansae smuloaries severnl veeks “efore’Fuuvd.-liavhory, At this tdine, the
Peoretory inf Btate pledged the undevietlng support of tha'Undted Hlaves Por

s O3
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Colonal l!o;)?ner (Eyet Alone) wRe 8 May 19,8

the Government ¢f the Republic of China ns now conatliuleds The Anbasnpsdor
then atatsdithat, before ho had come to Ching, tho President had glven hin
& diveestive which was in full ascord with the polioy ae not forth in Soore-
tary Iull's pledga. This diveotive was very simple; nemely to provent the
collapse of ;the Chineso Covernment. This 444 not mean, ns tho Ambamsodor
pointed out, support of tho Cuntru) Government 1f he found 1t pure and
motivated by the Golden Rule nor doee it mean that General Hurley, in
execution of this directive, esmwmern that the Chinowe Covernment s thoreughly
honneut and blumoless, In fact the Ambassador wskad for wnd got the resig-
netion of faur cahinat members thot wore supposed to bho corrupt. Mo
Andbaspador Lers mado 3t vory clear Lhat he rovognizes the many feults of the
Gensmlimiaéo'a ragino,

Le %holehourtad devotion o dmplementing Lhias ddreotive mennt that
any Amoexioearis in China, 4in responvdble poaltions, who could nol rweonaside
themeslves to full support of the Contral Governmment would have Lo leave,
Ao & mﬁult.; General Stilwell was ordered homo and the ruaipnation of Mr,
Cauen wan edoepieds Petwesn thlrty and forty offloore of the Arny Nandquarters
pluo had toleavo. The Ambasoader stated furtbor that for Lhe same rensons,
he had been forced to send John Saxvice, John Davien, und George Acheson bLaok
to the Staten.

Se In order to high-1ight the oxtrame danger of not following this
directive cémplotoly, not only in Lhe activitive of the Imbansy but alueo in
connegtion *ith the Army Hoadyuartars, Cenersl Durley gave an account of
cortain difMoultdes arising fron the Borrett Miondon to Yenan. He vecalled
how he, himyelf, hnad gone to Yonan jreviounly und both there and in Chungking
mnde 6 good stnrt fowards bringing tho twe fuolions within China together,

Ho oven ataisd that he huad had in his poscession u sdgned apreement from Yenan
to acums of the bterms proposed by Lhe Cantral Gevarmment. Then without hip
knowledge, sho Barrett Mionion wont into tho Red aress in order to formlate

@ plan for lhe ccoperation of Americen Tore & with the Oth Foute Army. This
plan begnme knovn Lo the lewdern In Yanan wheroupon they aosumed that they
would be ablo to obluln Amerdoan support without complying with the terms of
the sgreemont vhich tboy woro dn the process of making through Ambuesadoy
Hurley vith: the Cantral Covernmant, In facl the immediate effooct of the
diaclomure Hf thin plan In Yonan wan to wnke the Commuwndats drop Qeneral

lurley and kha Central Covernmont like o “hot hrick®, raiwse thely demandn,

and turm hopsfully towardn the American Miaosion. Whon John Daviea, who had
heon with ths Manion, returned to Chungking, tho Ambassador anked him what

hod gone on, wheesupon Davdes told hidm hie could not toll 1he Anbassndor beeaurc
1t ms o military necrol. Whoroupon to use 1he Anbassadax's wordn, he "hagama
a Mttde rolgh In Lin languogot, At his Junoture bhe Anbassador cent a cable
roport throuigh deebington in vhilok Yo Wlamed the Darvett M asion for having
firet of all, ddscuswod thim plun with the Chinese Commmndets wnd pagondly, lox
hoving thud s ffeotively broksn dewn he nogobintions whioh wow golng on betwean
the Communfets and the Central Covernmente after exhuustive inveatigationn in
vhich tho wsubers of {the Misvien wore questioned ot length, 4t wao ostablishad

thut the l&tter were esimply neting under tho orders of the Chiel of Statt,
Gloneral Mothuro.

£
Go Gn his peturn te the Slutes in Doosmber, 1945, ha Anbaanador roaeived
(500 7] '

Brava iy S .
P .T&,*‘?ﬁ‘ e e A e e e it A I o S
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oedenel Hleppndy (Byek Alene) o) ‘; S 8 May MLE

8 telegran ﬁﬁ:géfié@ by Mae Tae fung, hea By ad, and Ohw Yeh urglng binm to
have the Fresiten! avoepd a delegatlon from tle Ohinese Commundsbe o the
fan Franaieos leonferendss Ambarmrader urley's sabled reply Lo then waa,

in effesd, 1bgs this wee nol 4o be s yonderance af politleal parbiss, hut

4 sonfevengs of gatiene, and thal therefore bhe Qummndets should mele
sppliostion thecugh the Gantral Uevermmwnt L6 have bhely delegation Jipw
patohed, ftheranbagsader then cenvinded the Preaident bhal he should send

8 iweeage Y6 the Uenerallssliw suggerting bo bin thal he malke up the delee
gatdon from Qilna 1o the Conferengs af wenmbeye of all padies Inoluding the
emintang ant the Commmiate on a basla of full sguality. W’ thia polnt
the Ambasmados reuehed into hie pochet and produged his bIL1feld, alwwed we
a nopy of thie wive whioh he 16dd ue he nad wirdtben, and than Lrdd v w
should nevuer pay that we lhad esen 1b.) The Anbamsadoy then peintsd sulb thai
in view of ensulug events, d4 wae gidte apppreal Wiab bhir aggesldon was
takens, J4E fanding was that this Inddeated good progpees Lowavds the sebilement
of the Commmunint ddupube, on Lwo puinte fu pesbleuluiy  Flard = Vhe Gentral
Gaverrmant had reccgnlued de faabe the Quwmndal Parby e# o partys sacondly «
the Cosmunist:iwiby hnd regogniaed Je fueto the Qentral Goverunent ae the
Governnent of:China, Gensral ivley adimndtlbed $0 having wiasosmoked unwieely
when he heurd fenslor "Happy* Ohasdlemy statanent thal Yenly A mliweletwill
gave the Ohindne Qeavernnelby Ihe Anbasrador sent o newsage bogk that bhe
"miragle wen® lwere al woike B -podnte oul now Ghel he was lueky Yo lave
asld "men,

Te General purlasy pololed eub in vanalaelon 1hat he had suveseded
fully in exeqiting bde ddeeabive frem ths President whdol wes lo prevent lhe
vellepee of e Goverimenl of idna, He wede 4t yudle olenr Lhat he sxpested
81l Amerigan Lovernnent personned 4n Chdna bo nesied In bhe fnplemsntatien
of thie poliey and thet, pnitioulssrly In view af this, ne one pheuld make
desls op prowtned with War Lorde or Quimunisbe, er in faet with spyone eppessd
bo the Govertamul of e Nopubdia of Qhlns aa b J& new gonstd buled,

Be Thé Anbassedor #ddionded e ddes whioh he had lheerd pul Porth
eevaral (lmek. tegenlly aboul gupposed agresmsuby reaohod holwsen e Generale
leetvn and thé Japanese, The Anbassader peinted oul thadl a goveyrment whioh
44d net negutiabe puraender wilh the Jupanese wlen Lhe latter wers on tiop of
e world end- #hen Lhie Mhineee lind not powerful allies, would seureely make
arrangeuenta Lo knuokle undap puwe He wenb on bo desopibe an ineddent whioh,
in ba epinfon, very vlensdy gave the pensure Bret, of the dlshenesly of
vepbaip Ohiness Qommuniste and seeendly, ef Lhe gomplete nnvediabiditly ef
theee peage zoporles lo had yeeelved & golleotion of deswnenbs Prom Yanan
Aeagnribing 8 =untact hebween n certaln Judividual dn Miangbal wnd DxeFrenisy
Yoneye of Yapon, The forwer hed 8 gon who wes & £rdend of a man Wie Leld scme
affieda) position dn Ghungklngs Oenered Mimlay indiewled thab theve was ned
mieh mete mest In the report then thde and yob 14 wae interprated by the Peds
&0 Ly oertads of hie sboff ne proof of nagoblablona heliwesn the Genevallssine
and 1he Tapamtae, Purtlemore, these dooumsnts wers nugompanied by & pavsenal
letter Ivem On Teh o himy &k he pub 46 goverad with Dig ved seals?, in whieh
the Communist esder deolared thet it wae Jmentable that Anerica had been e
whterly betrwpsd by her M1y, Vhe Centim) Oovernment, and thabt Amerioa hed enly
oo frisnd derh in Obink, neeely the Chinsse Cowmundebs, and ¥pleass quiokly

t
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folens)l Hoppner (Eyen Alone) wl) B Nay 2948

eend twenty mijllion dodlars and swpplies.® The Anbassador aharasterized ihis
#hele buainess as & low and bransparent fraud,

9 G@?\@ral Inrley slated that in 1943, ha had Lold General Marahall
that the MIG, and Gw2 were no goed end thal he 053 wonld be the greatenl of
#1)l the orgenfwations bogn of Lhe Wars He then urged atyoogly that the Ohief
of flaff take Coneral Donevan, maks hdwm a Me Jor General and put hilwm dn churge
nf Ce2e Durdng hie regent vierll to the States the Anbaseador was bald by
Caners) Maralall thal his auggestion of twe years previeusly lad hoen corveol
and that the O58 Lwd o remarkebly goed record and Lual e Lad bheen prevented
from taking Havley's suggestion enly by slvong eppoaltion around him. The
anbagsador expvessed u desp friendehip for General Donevan aund a atrong
admiration f¢r hla vrgeniuntlon,

10, Aftey lunoh Juet Lefags Colone) Dird and M jor Tooasvell laft,
the imbassadér apkad that elilier or bolh of them always fenl free to ceme o
8os him withént an appointment and that he would Le woal grateful for any Jtems
ot information of jpelentlal value Lo lim whieh wight vome ouv vays

QUENTIN ROOSEVELT

Ma Jor, Infantyy
Chiaf, &I, Dets 203
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Each aomment hould be numbersd t& eorrempond with number in 7o celumn,

A Line should be drawn acrnag sheet under eroh comment.

Officer Desighations shouid be used in To velumn.

Eaeh Officer should initinl (check mark Lnsuffielent) befere further reubing.
Action desired or agsuion taken should be Lndiaated in Commenty eolumn.
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REGISTRY NO. YBO-18 4 p
X iZetARL .z,tc7 1

HEADQUARTERS
OFFICE OF STRATEGIC SERVICES
CHINA THEATER

APO ¢27 f

4
|
f

SUBJECT: Tranmmittal of Chinese Currency

T0 i The Dbwctor, Office of Strategi
Attention: 'Mr. Charles S, Chestoms @ > " Pinstor, DuCe

il. Enclosed are nine (9) Chinese Notes which I
:gl:;t;dm .:.n ::y:;;: to yo:rricablod roquest., I do nont i‘:xx.)k
3 8 spec
perhaps: they will be of some un“:.}:ky named in your cabls, but

2. We are continuing our efforts to
” ; get the required
types u::d will pouch them to you as soon as we get thog.

FOR THE STRATEGIC SERVICES OFFICER:

Wt EM ,

RICHARD L., FARR
Major, AUS,
Executive Officer
Enclosuress Nine (9) Notes Chinese Currenoy,
stribution:
~ Was

2 = Regiatry 627
1 ghing files

pee

WAS3 0PN R
DIGECLO¥,2 OLLICE

"'1'-;4! 2 ' BT Ly s b wiy b daeniSy O ggE  he daed e Rl B
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."J..D.

, 083 Farm 3054
! {3308}

WW.,.‘_-—- —

|




~

Declassified and Approved For Release 2013/08/05 : CIA-RD1XOOOO1 R0001004300016

it ; N 3 ¥ ; 4
R R K S LRT R
ROUING LD, BRCORY SHERY' .
- A R . 5 N T

w

v
A N
- <

BN
.
: 4]

T AcoeaBsioni No. sisvqerssiaieres

? Ay

Date u‘?'do Bhisservrnsnssrges

panhered L0 aorrespond with number in To column.

 8GPoue sheat WidR each comment.

19814 de waed 4n:To oolumn,

sl (esok mark Ansuffiolent) bafore further routing.
n sheBld de indlosted in Commgnts ocolumn.

<20 TOLArNed A0




Declassified and Approved For Release 2013/08/05 : CIA-RDP13X00001R000100430001-6

/6-"s% .
é }‘ / /' S —
OFFICE OF STRATEGIC SERVICES SECRET. e eoh ot
WASHINGTON 28, D. C.

8 May 1945

Director, (OGS
FPROM Per Eest Division, SI
SUBJILTs Transmittal »f Report by Eernhsrd Knollenberg
; ke you mey heve hesrd, 1 sent in 2 series of reports
durine my trip to the Far isst. I hrve hed & r s from Whitney
Sheprirdeon suggesting thet 1 send you my report of 31 Merch

19/.5jfrom Kunming. This report ie atteched,

W

Bernherd Xnollenherg
Div. Dep., Far East, SI

.
L]
H

i
Attachment
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Kunming
“'\rch 31, 19/:5

Froms k. K,

Tos Meli,

-> -
- - LR P I N I I IO A

Subjocté Telk with Retired Chinere Mupie na Man and Scholar

1.' This mornine Mr. X, Lth: retired Chineac tusinens mon and scholar

whom I had hoped to see in Kunming, geve mo & two=hour interview. He whs

more fﬁrdk then I drred hope, He spenks oxq Jeite knglivh, so that no inter-

prﬁthriinL&PVfﬂﬂd. Ho han declined to permit me to zive his nnmd? but tLop
Chinoaé snd Americnns tell me that his reputalion for knowledpe, integrity,
an! ac%m&n 13 of the hiphest.

é?a Sgonz=Kung. My firet quest.ion wu;:io tho nignificonce of the
recent elevation ol Soong, (who, I know, had lcon & former businens arsoclate
af X) ét.tho exponpe apparently of {ung. X said thet Srong's appointment.
must not be construed os conlerriag any real politier]l power M Soong, as
jo shown by the following:

(a) The limitntion ol his apvointment, by the deanipnation "Acting®, thus
pernitting General Chiany (ap X celled him - I shall hereafter rofer to him

an C.y}to drop 8. morcly by saying Lhot the emeinp off of his, C's, other
duties permitted him to resmume his work in the I xecutive Yuan, and, even

more important (1) Soong's refraining from appointing any of his friends to
politienl office = appointments which he nppuredly would have made had he

been given any subatantial meagure of power.

% X has invited me to npend the day in tho country with him on my return from

Chungking and I hope ot that time to psecure his permission to give his name to
General Donovan. I alwso expect to queation him further then in the light of

information I hope to piok up in Chungking.
SECRET
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g X said the immedirte e¢iroumstances loading to the retirement of Kung

and ?he appointment of Soong were as follows: C. had for come time hcen
diat;rbed by the general distrust of Kung in China, arising out of the
genoéal belief that he has heen using his office to profiteer, and by
repo;ta that President Roosevelt (whom I shall refer to as the P,) wag
exnn;errted by Kung's profiteering, Neve rthelesns, Kung might have heen
permiited to continue in office boocouse of his power in the Kuomintang
had not pressure of n different sort come into rlay. Kung was detested
by tpe war-lord governors of Yunnan, Szechwan and Shensi (the part not
controlled by the Communists) becouse he was using his power in the Central
Govepnmont to compete with them in rrofiteering within their provinces.
Drawa ‘ogether in their common hostility to him, they had entered into
nugotintionu with the Communists 1n Yenan (whom I ghnll hereafter cnll the
Yenagiota) to make common canuse arninat C, C. lenrning of thig got rid of
K. tc avert a move which would, of course, have had the gravest consequences
for liin,C.

Soong wes appointed in Kung's place becnuse (a) C. hns the impreasion
that g, enjoys the P's confidence and C. appreafates that his continuance
| in po?er may be dependent on tho support of the U. S.y and (b) Soong has
| only & small porsonal following so that G, can @t any time remove him withe
out possible serioug reperourgions within the Kuomintang « the possibility of

unfavorable reaction abroad being the sole conaiderution' to be taken into

uccouﬁt.

S &ggnglg_ghgzgg&gz. I maid to X that Soong was reputed in the

U, 8. 'to have demooratic ideals and agked whether he thought Soong (in spite
i

: SECRE]

i

ol 7{ kg

o lgﬂu«amssa.nnﬁww G.AWuwg“;,, ey i > o - % o S N
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of hia weﬁé position ap Just deseribwd) would e thle to promote a trend
towardn dnéuorﬂtio meAsures by the Centrml Governmont. He answored WNo",
He aaid thai Amarloans who thought Svong mlght promote demoaratig maAaures
niuunaaratoﬁd not only the extent af hig Influence but Alpe his "1dealism,"
Ho snld thai ms & rerult of hin education in the Do 84 and his conneotiona
there, S, héd come to have superfioinl taste for Democrnoy 1n nomewhat the
same fashion as he had come to enjoy Amerlean eooliing and Lhe Lheater in
Amorioa, bué thet he wus without u sones of ptrong prineiple In Lhe malter
>

and might not even hother, much leag mnke a determined stand, Lo seoure the
Introduotion of demooratic Mol BUres, *

he ﬁ?gng?g Lenure of fflog., I amked X 1 Le Lthought, Soony wonld
continye in brriue long. e wnii he would he inalined to Huess, No, becanne
C. and &, haﬁ 8 deep-pented hoatility to cach olther, Lhwt eonol wapy extremely
hotmtem;mredtund rude and thet gome polint of power, preslige or Judgment,
would nripe 5n whigh Lhey would olush with such heat, ay Lo lead G, Lo dig-
mies 8., evey when, ug & muttey of pelf~dnterentcd window dreasing - fop
the P,, pﬁrtiuularly - 1t would he rdvantaganus for G, Lo retudn Soong,

5 ngyihlg_ﬁnggggggz. I anked X who he thought, weuld he Boong'a
sucocensor if ?. were eliminated and whom hb&?uuld ke to have auscesd, Ap
to the fipat ;nint he patd he could nel, anllempl ¢ven a Euens, and Lhal, ap
Lo the aeccand polnt, he was chayrined to HAy no political figure Led arisen
in China who had Inspired him or others Interented in securing a non=gorrupt,
and more demosralic Fovernment In China with oonfidence, I said that aome
of my Aoquaintrnous in the U, 5, Lad notion that Sun-l'o might, be qualified

* Yeu will note that his eatimrte of doong 1s 1leny favornble than that. whigch
Chennault gave me Yasterday and whioh J reported,
-
SECRET
%y "27;’!‘ L o~

it Declassified and Approved For Release 013/08/05 : CIA-RDP13X00001R000100430001-6

"
i




Declassified and Approved For Release 2013/08/05 : CIA-RDP13X00001R000100430001-6

e A P -

| | .- SECRET

Lo lend e forees of honesly and demooracy in China, He pald thet this,
unfnrtunbfcly, woe not Lhe onpej thnt Sun had, 1n esch gucsapive post he
held, proved to be lacking in Foroefuluess aml exeeut lve ability; and that,

laged an z: long and olope saquaintance with him, he, X, thought 1t unlikely

that 2un somdd ever he & suovessfnl Jeader or administ ralor; Lhat he wanp

.

eesentinliy an actdemlc person who had made some progreas politiern Ny La-

cause he wap the con of his felher and asceune ho (unlilte Soong) in m Lrue
’

{aeellat \Eviih the courage to gtand ap for hie conviotions, thue e Dytng Lo

hig :mppoé't geatimentslly Lthe Chinepe liheprsls who had lopt confldence in

the inteprity of purposs of Hoony,

(.0 Madppe, pun. ) paled X0 Madeae fom carried mneth welght 1n Chiina,

)
.

He said uol ag much ag might 6 pecficially sppeasy l.lmt.mﬂ port o Liaditional

vencretiom rp pelc Lo her nare, Lhie wag &l lenl nominal smong a1l oxoept

1
the ltuepdan == au dist inguinhed Crom Yennn - varlely of Commmigle, betalase
§

gho wep geaorally regndded sa a mouthplese off Lhe foviel Cove ramenl.,
7. Yepap. 1 told X 1 wilshed Lo aoh hilm hir views on the Yenanlsla

bl t,hulré relotfane to the Canlral Govermment sl pnggorted thie might be &

! l.u:lx;t bl wodob Lo dlpeues there mat tern, X enid | doubllens had been

1n!’fmncd§thﬁt,, while Lhe Yensnluts pregumally malntained vontaol with Hnasin

tn Lhe hape of aecuring o1 rom heree, the renk snod 116 of the Yeneniale

and probgoly even the lenders were nol lu favor aft Lhe elhte ownership of

yt‘bduot.iém praperty, at Lhin stape and Lhal, while Lhe Chlnene do nol lay

s much gire s on fudividual ownership of porperty, they have an inlense

ycnrniugE fop family ownership end thet he, X, heps ohaerved no algnifieant. Lrend

huywlmx'ﬁEin Ghina for an &bandoumenl of the privete ownerelidp of property =~ the

only t.refrx%.! veing townres the dividing up of the large landed estatea among the

paagantr:/_ working lhe land,

. SEGRET
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X peid that Lhe olesh helwesn Yanen and the Uen!yal Government,
WA @ ?ot ﬁi‘-.-“'k ver conflioting idenlogies tmt, hasanse of the hiitep
hﬁll%d and distrual smany Lhe Yonun lendera for ¢, and hig e8tel1itleg
aria?ug out. of their cunviotion that, G and those oluse to him had hetirayed
the Yeneninte that, after having seoured Lhem help Lo overlhpog 00 g
vpponents, C had butohered many of them sl ariven the rest into exile, X
aaid that 0, and Lhe Yenan loaders were aware Lhat, Lhere oould Le no aam-
promise hetween themj t)mt, Ry compromise would neoeppsr 11y tavalve the
yiulflng oF wome Metsure of sonleol over |he Yenan simy Lo €, and Lhat the
hatred and atplrust of €, by the Yonaniata was Loo deepepcaled far Lhem Lo
pavmif thie a8 leng wa 0, op Wy tmmediate oipale romé {ned in power. X gaia
that the “negoliationg® wore I'rm Clrst o laul resopnised hy all fnfaimed
Chineps bp & porade partiulpated 1a by hoth sldea leeeupa omol 1 enpger tor

e 8o ioupport st ekoh resrca tiat 11 1y deelined Lo pavbiotyule 11 wonld
' M)l

Jonpﬁézli&e ita atending with the i,

Mo Uhpdog, T msked X whioh of Lhe two alder he would be 1nslined Lo
thl'u!'t. 1f he were an Amerioun, lle spid fl wap somelhilng of a tagg upg bt
that, -u halanoce, he Lhought aur tept 1wt wap on Lhe Genlpal Goveprnment. 1§
it uhﬁulﬂ he necessary Lo make & ohoioe, e grownds far Lhese views wore
e I‘@]Eiawm

: (&) From what, he hag haﬁp (X ham not been in Yenan) he Lhinks 11,
juwﬂmhﬂu Lhet. the Yenan poverament iy Issm sorvupt Lhan the Qentyw flovern=
aant,.?nn te mare damnoratig in the BENaEe, Lhongh rolely 1n the denga, iLhat
A l&rg?r praportion of thope governed s permitted Lo paplieipate 1n make
ing political decinlona, whieh, hawever, when made, ape eerried aut puths

lu§l1¥t with no rupther apportunity fov disoussion or review, On thig

HBOre .Lhere ,
', fore, tha Yenan gavernment, would have the stronger nlaim to U g
. E A 4 . ¢
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support., éut, more than offsetting tila, 1s the faot that ©, ia ueing &
$

large partébr his remsources in fighting Jepan -~ has indeed smcrificed s
large u pcit of his army, that, without U, S, aupport, he would possibtly
not now be a mateh for Yenan - whereas, for more than two years, the
Yonanists lave foucht the Jap ounly to the limited extent necospary to oap-
ture Japanese equipment and munitiona with which to atrengthen their army
fucing C. The Yenanists have, it 1o true, ocoupted formor Japanegse~held
territory, hile C hen lost territory to Japan, but this, asye X, i# be=
ceuse the Yonanigte have moved, virtually without opposition, into terri-
tory whick wag atrateglonlly unimportant to the Japs and hap been virtually
abendoned by them in order to concentrate their alrength on fighting the
british, th¢ U. S. and the Chinese Central Goverament. # At this point

X asked me ﬁo recnll Lhat what he maid about the Yenanints waps sheer, henr-
say, since jo had no first-hand source of information cunaerning them.

X aided, anticipating & queation I was aboul to ank, that the com-
mon allegat?on that C had stationed hiy pood troopas on the Yenan front,
using only hin nesond o~ third rate troops egninut the Japs was unt.rue;
that scveral of tho armics pent by C ngainst the Japs during the last yoar
wore conaidﬁrad to be among him best, and that 1t had hoon & frightful
shock to C.x no lpna than to ull patriotio Chinege, that the Japanese had
defented thqm 1) badly.

9. ﬁung;ﬂggn¢,~gggin. I asked X 4 he thought there was any choioe,
from the Am&rioan ctandpoint, between Soong and Kung. He snid, Yes, decidedly
in favor of :Soong, beoause (a) Svong's strength in Ohina, such ap it is,

1ies in his supposed good relations with the P., with the repult éhlgté )ﬁET

* These ltaiﬁnonta were partigularly intoresting to me Leonuse they so clomely
confirmed tha views concerning the Yenaniuts aotivitions againet the Japs ex~

Pressed by CNannault yoatexdnv and whioh I bad not heard davolopod in Waahington. o

R b " 0 E3
T AN 81O va;iu Gl e B .».3 Dar {4 oan
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must, ag azuctter of pereonal prostige, aot in olose cvoperation with
the U, S., whereaa Xung, with s personal seoret nervice and a consider-
able band Sf politicnl henchmen, haps & strong, Independent poaltlion
whioh wou]% make it possible for him to break with the P and yot main~-
thin a pon?tion of influence hare; (1) Boong's knowledys of foreign
affuirs 1n;aupﬁr1ur to Kung'e and his guneral knowledge and Inlelligence
is at 1o¢ui equal Lo Kung's; (e) 1t is important Lhet thers bo u man
near €, wh; will not hesitute to point. out hig errors ur pansilble erroras
in judgment) Soong ie ouch a men, while Kung 18 not. (X referred to his
pr-vious g%uhr:m that Scong would prolably not te permitted Lo remain in
office indufinitely, Lut nnid that as long mra ho was in, hin opiniona
would be b}nugh& home to C.)3 (d) Sonng's une of offtoial information to
enrich him;alf hes probably been withia the boundp of Chinese ocurtom,
wherees, Kuﬁg hap been outrageons In his abuse of his offiainl poaltion
even ucoor%lng to Chincse politioal standnrde; and (e) doong, on taking
off'ice hnsgmade & move towards administralive relorm by seonring Lhe dia-
miceal fru§ offfce of a horde of holders of government. sinecures whom Kung
had pormitiad Lo feed at Lhe government trough.

1 %uked X Af thie laat fnot was not somewhat inconaiatent with
hig acrlia? atntement Lhet, Boong did not have the stamina to stand up for

domoorﬁtinéidoalu. X uadd he thought not; that hie skeptioiem wag not ap

Lo Snong'@ osourage but ar Lo the strength of his demooratic idemls; that.

the disminssl of useluns employers was the notion of a pood business man

who, unli%o Kung, wee not intent on mainteining a political mechine,

lﬁ. Soong’ s dagk. of following in China. T msked X for his explana-
tion of Haong's lack of following in China, He anid Lhet HSoong had made no

SECRET
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el fort g-»gh.ma up A politionl waohing aimilar Lo thowe of Kung and aome

other (nnéwsa palitiolana and thnt, while loong Limd &l ote Lime had Lhe

support a? the liberanla in Chine, they had Ly now lopt fallh tn hia

1n1.ag1'1t.yi of purpose and his fFollowing was limlted Lo & fow old perannsl
i

frionds u;mh Bp MYy Frdend Wu Chany, e gaid that, ol vourds, Hoang hed

coomomia power Loasuse of the wide ramirioations of s fuventments In

Chiimm, it Lhei auoh power wba precarioe 1o China Lodey, heoruse the

Centrel Government wag go aorrapt. Lhat 8 hualness man tn China had, in

finel uzst;lyniu, Lo poply lergely on his tnflusnae "al aourl®, 1.0, within

?
the Kuomingteng < where Fang's influence wap alrung and Soonng'e relatively
3

.

wenk, '

l;\. Medepe Chisng. | anid that Amecioans had heon ext remoly
ouriond ;aluml the aompres of Lhe apparent hresl hetwenn € aud Madame (1,
X said there had toon varione puenpes auerenl 1o thine oonserning Lhir,

Ho etye hin own puene ip 6o Foltowst While Madome G was 1n Amerlon,

€ phyw Riprenl deal of an old Priend o hia, A% whiom Madame G ind tked

and wh-.i fully 1-puipluu-r-lad thip dirlika, A'r iinlike of Madems O axlonded

»

Lo Lthe whole Hoong femily ant he took adventape af Lhig appartandty {.a prowA

home tng ¢ thet, wilh Medame ¢ ap the Conel poinl, Lhe Hoong family and &
*
Soong w:‘)n would rell hefr Lo O¥n postl Yon 1n oape of Gle dealh, whereas

»

6 owed hle Fient duly Lo his own blood, espenially hins elder pon, (1 wen

1)

the mm§e {nf'luenced along thie line heasuge of hin nalurel reaentmenl, nt

M

the inéreepingly dlotatorinl toue whioh Madame (0 had ansuned tawardg him

pefore:ahe lefl nnd whioh ves MHkely to he sggravaled by Lhe headslurning

* X ueg'xtirmeﬂ the nhme Lo me, bat T waag not famildap with 4L, aid nel eatoh
14, 434 not wish Lo taterrupt him end forgal Lo p<k him nhout 14 1aler,
Protably Judpe Allmen er Ool. Mallugh aen meke A | A goeen BB Lo whem X men=
t.ieneds

| SECRET
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reception ;hc had received on her own account (not merely es C's wife) 4n
Amsrica, ;‘zoid he presumed that even &n Awericen husbeni would have found
this situa?1on kighly unpleagsnt and ths W8 huehend in Chine (where "facen”
snd the aufnrdinntion of the wife are ioth vital conceptions) the situstion
g nlnaatgintolerable.

1 éakod about C's sone. X paid he did not know the younger son;

ithet he knév the elder and considercd him & nice enough person, tut thet
he had littalo force of charscter, a mediocre mind and & less than mediocre
sducstion e:nerﬂ along military lines.

12, Chipa's Future. I asksd X whether he mas hopeful of Chinatg
immedinte t%ture after the wer, politicelly end economically. He gaid, No,
thet on thaioontrary, he thought the outlook was very discouraging. He said
that triands of China like myeelf, who had knowgit twenty or thirty years
&8¢0, when th& intellectual 1ihernle vwere well coneolidated hopeful and
vigorous, cculd herdly conceive the deterforet,ion thrt had teken place within
thig thon prymining group; that, 4n addition, there hed been a tragic dis-
integration : in the othicel principles of the whole top layer of Chinese
zociety; thn§ though. the Chinese farmers, who luckily constitute the mass

* the populétion, retein the standsards of bugin. cg integrity that once
cnnrlctcri;e& Chine ng & whole the finencial and palitical success thet had
baen lchicvod Iy leading men in China during the past ten or fifteen yeara
by chicunory,.bruoch of promiges and corruption had contaminated most per=-
sons in govcrument service and a large proportion of men in business, So,
8814 X, China: will start on the road (o reconstruction, crippled by impaeired
ethical ntand&rda tmong those in positions of leadership.

SECRE]
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Fnrthcémnrb, Lhe oleavepe betwoen Lhe two unifying elamenls in
China - the Céutrnl Governmeal wad Yeasn = 1m 8o unhiridgenila, that Ching
will Le torn t:ry plrife bolween these Lwo apposing torues, with the regult
that Lhe pl‘aviuuiul geovernora may veleln or reaover virtual eutonomy in
Lhelir rc—,u;wut:ﬁve provinees, OF aourae, Lhe Yenuniste may develap augh grenl,
at.renglh hp h:',n gain sontrol over the whole of Chine ag the Mogaow povernment

whp ablo Lo ‘e’n in Hupsls, bLut, % poinied out., Lhare were no auch firmly

entrenched afutators in Nupnis, atter the ateintegentlion of the Conrint

government., :;zif;s exlet in & number of the Chinepse provinoes,

13, éﬂ'gmwl'ﬂ’t&m' ] npkod % whelher, in view of hip peusse
miatio oul.l«.-:%»k on China'e future, he would look with tavopr on foretgn inlesr-
vention, Ht:;;bblﬂ hin answer would, of oourne, depend on Lhe lrind of' Inleprs
vention Lhuﬁ mipht Le in proepeoly thal 1f & Leapue of Notions slony the
wileon Jdeal nould be eatahliphed wnder the s tnl'luenos and Lhe fmeriaann
peojle uoul}‘i Le parpukded Lo buptie Ihetr share of a long end highly expeas
pive puliaﬁég af the whola of China «~ and not Just a few aoaglal and Yenglse

4

oitiea - ht.f would weloome thel kind of fntepvention to help promote unlly,

hanest gnvnérmnent, nnd induetrinl development in China, Iut Lhal Lemporary
datbh) Ing h',: Chineae politieal avfelire, whether by single ar unlled forelpgn
ln!ervent.itin, ‘mmld obviously be of no 1ttle or no benef it and might oesily
prolong Lna perind of Chinepre disinLegration,

X phso & poppible practionl allernalive might he for the foraign
powers Lo agree lhuL private gapital ahould not he permiited Lo make fnvept =

monta in Cpinﬁ gxanph under aontrols entublinhed Ly sn internulionsl Mnanolal}

SECRET
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orgunizntioi operating under the juridiotion of the interecated governmonts.

b4

By control}?ng the flow of investments, whether in the form of direct
investmentagor loans, so ag to favor those regiona dominated by honoat and,
sccording t; Chinese standards, democrallc governments, theps governments
would in th; course of time be stabilized in the regions inltially held

by them ané would probably in time absorb contiguoun regions whose inhabl-
tants woulé naturally exert pressure Lo come within the Jjurisdiction of a
better-govérnad, more prosperous neighboring government. ¥ventunlly, economic
and aentimentsl impulses would tend to bring thease relntively well=-governed
provinces éoguthur into some form of federsl relationship,

14; Democratic Government. I asked X what his conception of &
'domocrutié’ government, for China would be. He naid he had not formulatoed
his ideas ényond the genoral one that there muat be a rather wide base of
sulfrage with mechinery deaigned Lo soocure a fair count and with elections

b

st fixed 15tervals.

153 gtettiniig. X asked me only one question ‘other than about
a couple of mutual friends) namely, whethor I thought Bteltinius had a
friendly f;oling for China, I told X I had not heard Stettinius mentlon
China for over m year and a half, tmt that, when I was his Deputy in Lend-
Leage he hzd had a very friendly feeling for China and hed done everything

in his powor to securs & maximum of lend-lease aid for China - a truthful

statement.

Hotes
Tur%ort Don't get the impression from my report of Chennault's

and X'g vfﬁws s to the Yonanists not fighting Japan Lhat I have become

lukewarn ébout getting intelligenoce by cooperating with Yenan. The Yenaniste

.
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TUANSLATION OF LI "TER 10 GENERAL DONOVAN

HQ 18th GRoup ARMY

January 28, 1946

4
kaneral Donovan

&ir:
‘ r

In view of the deslrubllity ¢ sontr
tio defant of tho enemy by undertaking ayb
aftivltlan ANONe puppet troons, we make the nuggen-
tion that we borrow frew the 11, 8, Army the aum of
Ue B, " 2o million to be uaed X8 Atrengthening

Rabvernive netivition amony puppet troopa thia
Yoar (1948)

ibuting to
veraive

Af Loy thin mone

Y #hall hinve baeaep uned, we
8GULA mnke wtpyot

Hocounting to the v. 8, APy,

After vistory upninet

Japan 1a nohileved, this
aray (18th GA) will o

apay the money usad,

Bhoula you Agree to thia propoaunl, gratitude
will know no bounds,

Profoundent reapeota,

8/ Ohu Taeh
Commanding ttenaral
lath Group Army

(Seal)

N
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: 1945 PROJECT AND BUDGET FOR UNDERMINING AND BRINGING
: OVEW PUPPLT FORCES

“HEmRRRRRRR LA AW,

l.f In 1945 Lhe work of winnlng over and undermining of the puppets
should De strengthened in order to achleve victory over Japan more quick=
ly ond seffectively. lLxperlences in the work of wndernmining the puppet
forcss An the War of Realstance have proved that this kind of work can
serve X1so as & bridge to undermine or win cver the Japanese us well as an
efroct§va measure for cutting their collasborator: from under Lhem.

E In China toray there are about 900,000 puppet Lroopo of which
410,000 are regulare and 490,000 puppet local forces, From these [lgures
it iz eluar ihat the expanded puppet army 12 o very poverful force assist-
ing the Jupunese. The following plen for 1945 has been drawn up with the
&im of /vinuins over and undermining part of the puppet forces, :

2§ Ths measures in the project conslel of:

u) Using financlal meusures to buy over puppel forces and
through political measuren to win over puppet [orces.

b) To use the puppet forces to carry out sabotage work
against the Japanese Army.

Aceording to stil) incomplete dula from all our bases in 1944
our forces have achieved in bringing over by politlcal measures the followe
ing puget forces:
' STATTSIICS ON V.ON=OVER PUPPLTS
: TN VAIIOUS LIBERATED ARFAS
Mea lunber  Number of jtlflea  Lisht and Knee Field
i of Men _ (S)de-apms) _ Hoavy MG Mortare Elecss
Shantuig 11,987 6,540 122 109
Shansi«Hopel-

Shunkung~Honan 5,821 5,909 60 32
Shansi~Sulyusn 932 550 8 10
Shansi<Chahar-Hopel 1,024 620 13 11
Central China 14,075 8, 3L 134 12
South %hinn _ 328 226 b 5

S ———— . ——

Tot&l tessessss 3[&, 1.67 20’159 3“3 288

Note: The Shantung rigures include 667 puppot sailors who
brought over with them one 3,000 ton ship, 1 gunboat, and
1 #/23 gunboat, the r Sheng-li.

! The 34,167 puppets turned over constitutes approximately 3.8% of
the toinl puppet forces in China.
§
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i Eb ds eslLinwted thet 4p 1Ly
. } : | bheb 16 1945 bhe eenbinued vieter f
;gsgegilt;:g thidnppnefa ruﬁibiﬁn begendng mape @Pitzégiagggﬁﬁgg i%%é;d
iy armiéénhﬁrzug polilical offenelve wgainat the Jupanese and Jpets By
in%a&rgt}wn ;Sé“;u$:;1:?@g¥ }iﬂ““¢ Ml eentrlbube bo Lhe Ligreasing disz
orperabion wﬁvk.“lﬂngg&h;p; flgggfeh foresas  These eondilions will Pam
Feon the above sonditiana 11 {a ew
. ' b dendlitia ealbubed Ghat, 1)
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it dv;;b”}Trtth‘uplnéfMQH@L ko buy over puppets, auotlep 57 gnn'ha
et ﬁaggih;e igué-%"xlgh”’ ﬂﬁ.nx hokd f@iiLivui and Flhanelal LR
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AL 1 gure {e elven an Lhe baais f'ap &he hudge!l, et
i
dv Vhe Ludget 1o ulvided Jigo Ly parbat

Y] Budget fop huydig Lan: a
“and fhnanalal menaugif?? At wlhning wver pupreta (poliyoal

.h) ltewerye Fypd,

AL DU g
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Thy above dlens bre explelned in detsll a8 fullowar
m_ufn.um b ‘

Hef i +  Whether weing pelitloa) ‘ -

Eomsgson T PDAED G083 Over & fund L gégmw g@ﬁgagﬁ'igggé‘}lﬁﬁiﬁfuﬁy"
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Che aceond ihems DTxpenditure for somfert and awarding lee o
of?icers’ and staff members eoming over, (en .he basis of ten divielens),
mainly t?raugh finanoial measures, are estimated as followad

Squad Cosnnandar 3 ,QOO @ 30,00 ] 90,000
Platoon Lounsnder 1,000 80,00 80,

Qompany Lommander 300 250,00 75,000
Battalion Commander 100 800,00 80,000
Regimentpl Comnander 30 3,000.00 20,000
Divieion Commander 10 10,000.00 100,400

WNCETIVETE P

ﬂmrgtgl "'f..lllltlIII.'.'.-I....II!"l.QI'..'Il. g['slxg,goo

Expendiﬁura for confort and ewapding fee to offlcepa of Lhe other Len ik e
viaiona brought over mainly through politival weasures, vi1ll he ene=hslf
of the ebove twu, §4060,000,70,

AL d@pu%_t.y offlceps and staff wombeps regardless of wheller they are
bpought over threugh pelitdcal measures or fiuancial Lribes, ape Lo he
awarded bccorcing Lo thelr ranke In bLhat Lhe number ol pueh peravnnel
differs with sach unit, expendiiure ror thie le provielunally set at
§670,000.,00,

Thua exp%@ﬁdiwr@, inelunive of ull thore painta under Lhe aecond item, am-
ounis t@ @3,&@5,006'00- !

;
- fhe fhipd iteip. Expendd buge fop paymenl fop apud and enud puent
brought ‘uvep by the ton divielons (auning over ualnly Lhreugh finaieial
bribing} sre Listed o followat

Kind Ea!. & Fqula!t Mber Brige Poyuenl Polal

Nifles 22,500 £ 20,00 54,50, 000
8ide arve LuY JUa 113,000
Knee Mertnry 300 50,00 15,000
Lheht ab Jou 30,00 2y, 000
Heavy it 150 L0a QO 18,000
Trench Hortars 10 10000 112,000
Hountaih Artillery 40 L, 006,00 40,000
Radio Hate 40 20000 8,000
Telephone Jeta L0 20400 8,000

[ S o

Bun Tulal sessctsensasonnsssnrssonasressvsrensinen (;"3(,]3,000

Proper swount uf award will be given proportiensiely for apwa and eqiipe
mant otlier then those contednecd ln the above llet. Aras and eyulpuent,
hrouzht] over by the other ten divielena theough pollileal meusures wainly
are to he awarded one half of the amount net sbove, I'he onpenditure for
third ltem amownts to $393,000.

- erhiy iR
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;ng_gggggn_iggm. This 15 to be useq 48 follows:

?) * After the Puppets come over ang bre reorganised they

gre te be paid at their original salaries and allowance for
Lhree months! duration,

%) Expenciture for giving them nec

essary supplementary
gl.othing and material needed,
1

o) To soldiers comlng over comfort gifts vill »e given.

d) Subsidies when necessary for helping out or resettling
sire puppet families,
Expenditure for this purpose ber division per .ont ls estimsted at

80,000.00, nalkin: the total for three months (on the basis of 20 divisions)
su&,tsz)’()CK)ncﬂjo

The total for the four items listeq above amounts to @14,738,000.00. The
figures listsd above for payments to men or fop eyui pment, brouzht over will

be regulated and adjusted in practice to suit the existin, clrcumstancas,
Accounts wili he cdven for emounts used. :

i

) b.dtep. Heserve Fund, This 1s to be used fop the fol-
lowing purposss: '

thenselves fop sabotaye angd dewolition
truction of sueh things as hangars, sip-

Y depots, arsenals, andg military factories, mines,
railway statiors, bridges, wharves, chips, trucks, tunnels, block=houses

and various ofihep wilitary installations, this canm be put to use., Sych

work of couraﬁfahould be he needs of military

operations, is lmposs up & conecrete plan and budget at
present. MNoney wili be taken out from the regepye fund as required for
this purpose on an accounting hasis,

Expenditure fob usirg puppet officers op

officers of tho Army, Navy ang Alr Forces
Reserve Fund.

soldiers to asnassinate Japanese
.8 &180 to bo taken out of the

Ir. the course éf the vork listed in buying over puppets, there will probe
ably be energercy or extraordinary éXpenscs which cannot be foreseen and
which will neveé to ba draym from thy reserye fund,

§3mm§nz: Budget for work on Puppet Armies $14.,738,000.00

aarnena

Budget for the Ressrve Pund 5,000,000.00
3519,738,000.00
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out,of&:h.h,.‘ﬂ,,‘ fuggf Ay, Mevy and Aty foroces 1w ala: 3g'§5*€§§:n -
8 dourse of ths work . ' ‘
PIOREMEY Do ame rge ork 11ated fn buving owvay ; ,
ané whioh wily §§$"°¥ oF axtranrdinery oxpanao-?@h;?g puppato thore wiy,
P TR To be drawn from the renerve funa,  C° U0 foresaen
° .

14

Burmarys  Mudgnt for wer
¢ Orx on Puppet Armies
. !udA?t for the Reserve Ming zg:;gg:ggg gg%%:::

. Tota) Yo, 78,00 do110 e
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‘Bdget f%j y: nd winning over puppets(politicel au40;~gﬂi

' ﬁv-; Anelisl maney’
. be Togerve Fumd

lNote

sadituse: for operaticnal - - .
4 sdministrative work, : ' .
oret astivity emong Tor work among 20.
degpety ‘Tnéluding buying puppet divisions .- ..
gtalligonos, 1fngon and (904000 men) i
. ,R‘; p‘x@cnﬂ.l) XXX XX 0007'600.000 %

Payments for - appet offiocers
and steff mmbérs eoming
0“2‘ ooooo‘)o»o0.-0&.--...0..0104‘5;000

Pum"hta ro§‘ arme and squiyment '
brought over So00scencesrsene ”3’000
: ' ]

¥
3 months allowsnce payments to puppet .
troope after coming over ...4,800,000 Bosed on original .4
. selarien and
N . ‘ allowAnces,

Reserve fund 00+ .seccsvnonadaiNi 00 '
] S e YURRE 2o

The ubéjt“it-naJarcﬁoxplaiuad in det~11 as followe:

. The first item: Whether using rolitieal or financial mespuren, bhefor
the puppets.come ovéer 2 fund {» necesedry to work among them, buy
information, sdmirBtretive expenses and funds for versonnel doing
workes. The Amourt . is set provistenally for 380,000 for esch divicia

The second itam Bxpenditure for comfort nnd awarding fee to office » ...
and sfaff mgmbears coming over, (on the besis of ten divisions) mainlg
through fintncinl mensures, are estimnted ns followss - & P

RANK ¥O. OF OFFICKRS ' AWARD .FER MAX

;gq_nd Compandey 2,000 30,00
latoon Commander 1,000 80,00

o ny Commsnder 3 250,00

m& 11on . Oormander _ 100 800,00 -

Ngiment Cowmonder . 30 3,000,00

Division Comwinder 10 10,000,00

. -~

4

Fer garrerfy e r iﬁ -
S

- ”3: S " Sum Totml
ﬁgﬁ%&pnd‘on comfort and awerding fee to officers of. thd
diyistoms brought over meinly through politiesi measures, wil
half ‘ef the ?:'l-bOY. q_;.‘,’"mooo dollars. ‘ j) RET

e

¥
tAr? mpmbers regerdless of whether:they are

1081 messures or financial bribesy.sra t

be e¥pnditure for this fs provistonsify. 1

f 211 these voints under the méconds > .
' dollers, ~ - mecon

iR 4
1 Sl e ’ 7
opn ™ -
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':'%) To wee the feress tO OATTY out sabetége worlt
‘agalnat the Japanese Awys

5 o date from all our bases in 194k
or toméﬁrmmtﬁwwmr ty pelitical nessures the fellew=
ing puepe’ foreedt

TIOTION OF WOR-OVER PUPPETS
"ﬁvﬁ.;wmmm

Nusber Nwabe of Rifles
allen m@m).m

1,9 6340

3,909
' & "5
w1078 n.‘ﬁ
Central Ohine »
Sewth O 38

L

w gessesasnee "”m ”.1”
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'qnu sumed over senstitutes apprexinately 2,08 of
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Shat in 1945 the centinwed vistories of Alded
tien beseming xore eritisal and the intew-
offenaive against the Japanese snd pappets by
1dnes, will oentribute te the inoressing dis-
of the puppet forees:. 7These cenditiens will fa-
u“ .

1lines
oendisiens it is estinated that the t
sures ean be inareased to about 5%, m;w: be

' MW “lnlpwn‘ the United lt.:::: Auy” is

< over p:ru ano ean be
hguulw.u beth peliti mt’irmmnm,

. wia ever and over 10K of the cnunnvpn:om.
u;um igure given as the basis for budget eo-

!
3

Expenditure for opsnuaul
Prrveregreiiigeichryy W ey
aneng ete
baying intelligener, liaisen and
m M)égouunnouuon. $ 7,@,0&)

Payments for ¥ offl
- peppei offieers and

N:l.m *00sccsceee 1,445,000

Payments for arws a‘tu oQquipment
M over ooon?uunonuunuo ”’.m

3 menthet M« pamants te original
puppet tLrespe amr osning over 4.4 4p800,000  salaries and allewances

Resorve Pund onuéﬂnununnuu "mlm
Tetal ounuéuuuuuunuou $19,738,000

rﬁ-mvéummwmmmamuummn

Tha Liref. Am.  Whether using politieal or financial measures
mm She puppets:aeme sver s fund uhgnnury u.;nk‘m hr'
‘ 0-":-. sirinistredive expenses and Nunds oy -m:-
work, T m?mmmm.mmmuum

AN A YR o RN st e "‘"én’:*’;’fz_:;}:‘";
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i
mw ture for cemfert and awarding fee %o
offioere ; nembere g over, (om the basis of tem divisiens),
nainly through' finansial sessures, are estimated as fellewst

{,ooo
= B
Regimetal Cemtander 000,00

~ w BUGORRIRINOOEOEOPPRORTINIRNNSROGNRIIISSISETS

Nmmu-tmmmgmumuquwomwdp
mwtmmwpnumm.unumm
of the abow swa, $260,000,00,

wfmmmxmw»um«wqm
o over threugh palitical measures or finansial tribes, ave %e be

swarded aceercing to their renk, 'In that the mumber of such
differs with quhnu, expenditure for this is previsienmally set ab

$670,000,00¢

Thes expenditcse, indlusive of all shese points under the sesend item, 2w~
owba to B1,445 800,00,

: ynditure for payment for ams and equipment
me&& uvm:t(mmwuswmm
Mﬁu)mx_-muuuumn

ﬂ.g

S Total QQQON"DMH".HHN”onnuonﬂb“o’t’qi $593,000

be given prapertimately fomjume snd oquip-
‘4ol tvisions Vhreugh ol Lon) ines mainly
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e fanzhl Shane This 48 v be used as fellews)
7 AMter over and are rees d shey

mlbou: “&Wﬂmm-m o0 for
' w‘: mm;mmmw

MNMM

. . hnl&modumw.tnnﬂlunm.

Q i Sebeidies when Recessary for halping out or reseiiiing
seus, puppet fasilies,
' h is estimated ab
ez Whla erpeee B A eatn (sn the basis of 50 divieions)

tebal
itens

fol=

demelition

silitles presest themselves for sabetage and poy
dechrvation of sweh things a8 hangare, air~
o arsemals, aad aild facteries; Ill”'o

S e put o whe Y

oan .
Lting b0 she :md.: aitsary
‘t\’:d M reqired fer

o o

Tor vark o Pegpst Aredos $34, 738,000,00

g
=

& £ oo Resorve Fend 31899,000,00
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OFPICE OF STRATEGIC SERVICES ‘¢ / el
SOUTH EAST ASIA
APO 432, NYC ¥ o 75

X /kﬁ'»(/t«mva/ (/.mﬁ;&&)

29 January ’945
/l JZN( fop e &ff/-?a(.’/

o E Major ueneral W, J. Donovan

SUBJECT: § Personal Observation of the vhinese in Northern

1£ Brief History. It is believed that before any

oonolusicns can be drawn concerning the uhinese soldlier,
the unitq and the leaders that it would be bhest to g0 back
and coveé a little of the history of the (hinese Arny in
India (CA&), end the system under which it is operated.

i a. ‘he Chinese Arny in india was Tormed from
tvio uhineée Divisions on the initial evacuation of Burma in
1942, Th%ae divisions, 22nd and 38th, were given an exten-
sive periéd of training at Rangarh for nearly a year, ‘hey
vere rirsé moved into Lido aector in may 1943, ‘'he 38th was
the rirstfmnployad, but its taoctios were roor mostly due td
over caution. ‘rhe 22nd was then employed on the outhern
sector tofm&ke a succesaful wide enoirol;ng movement, H'rom
that poiné onward a spirit of comretition developed between
the 38th &nd 22nd Divislons, which was oulminated only on
removal of the 22nd Division tg;qning in Decemher 1944, Lt

is my belﬁwf that this gpirit of eompetition was one of the

major raoﬁérs in the chlnese drive through the Hu&awng.
i a b
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The Chinése 3othsnivia.cn was xlewn ¥rom -
‘Yhing to india in the mi@dle of 19h3 and apent aboub gix |
monthe Lrgiuigg at aangarh. They werﬁ moved inte Assem early
in l9h4-and Tinally put into meticn in Burma in April, “the
- 50th iniaioa wag flown direot from uhina to Assam and put
inte gotloa about May 19kh. ‘'whe lamt divielon to arrive was
t.16 lhgh, whioh was flown direotly inte Maingkwang, surma,
and gqtzinte gotlon, Yheee five Divielons were all mesent
in ﬁurmh in August et the oleee of the Mogaung and Myitkyina
o@mpaiﬁaa. At this time two uhinese sxmiles were orcated, ''he
a8t Armv, inoluding the 3ath, jomn, and lAth | lejriaug was
under o?mmand of ueneral Hun, former u,G, 3&th Divisien,
u@n@ral.gigo, formerly of the 22nd, took oommand of the 6th

Army'mgé@ Up of the 22nd and 50th bivisiens,

% Yhe enly other uhinese Infentry oombat unit
to appear 18 the 1lat Uhinese uomnando heglment, whioh ia
Am@rioanétrain@a and equinped, whis unit 1s funotioning
as the Bkd Regimont of the ameriesn 5332nd Brisade.

% b. 'Whe Command of the UAT was veated in the UG
ol NGAC xG@neral utilswell later Lt. Gen, Sultan)., Orders
were iaaqed by hin direot to Bivision vormendess of uhinaso‘
units, yarallel to this ugmmané war g ayutﬁm of Amerioana
| liaison e:fioara down to and dnolu41n‘ the  battaliona; in
thq LTTTY or Artillery, 4

':.wnano Liéiqon offioern’
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--gré to uhinese unit commanders, '‘heir Tunotions
rmetion, coordination, and supply.

jndividual chinemse goldier,. In genersl, the oonm=

ortﬁoienoy of the individuel Ghinene smoldier of CAIL is

1rectlﬁ proportionate to hie trelning and combat experience,
ror tnaé reason membera of the 22nd and 38th Livisions oould
hardly ﬁe oompared with thome of the Lith or 50th bivislons,
‘he BOtb s somewhat in vetween, Members of the z2nd and
38¢th ur ¢ well truined battle veterans, and . would say that
the oomqut efficienoy of these soldiers is aqual to that of
an amerjoan tnfantwy goldier, in junule Tighting probvably
guperior., ‘helr very nature mekes them highly adaptable,.
‘they oré ounning, oan sendure unbellevable hordshipas, have
the abiéity to mot alone, and have no fear of death, ‘'he
diaoipline and sanitation of these troops la excellent, Very
Tev cgams of 0ld uhinese looting ouatoms have resulted Irom
thesno broopa, end the individual soldier takes such good

care of himacl{ and his equipment that he appeara rendy for

a dreaa?pamado at the height of battle,

' f When the 30th end 50th divisions appeared in
Northar%;surmn, the individual poldiers of theee units were
vary efhilar to the ordinary Ammy reorult. dhelr training
had booa faoixr but had not heen upnlied in modern oombat,

they heA groeat tendenoles to mill about and to expose them=

galves o onemy fire. Although they hed no fear of death,

1
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iy

they were Lighly exoltable and many of thelr sote were

irrationaly flowsver, the gamplatien of the nukawng, Mogaung,
and myitleyina osmpaiszne proved & shakedown for these Lpoops,

and from tﬁia point onwards their eambat sttitude was mueh

tier, !

é;u mentioning the individusl uhinese moldisr, one
of the mmi@ pointa for eonsidexation s his ability te aotl
alene, n@fcan go out in the Junwle with very little on his
person andiremain for leng perioda of Gime, Ln this reEpaot
he 18 vgry;aunilax te the Jap., In my ertimation a well
trained, wsll squipped, batile wise Ohinese meldier has ne
equal in the jungle,

3. .Units, (a) Hmall unibe, As & resull of the train-
ins the gm%ll unite (eompanies, plateons, and squadg) had pé=
ocived at Hangarh, they enterad oombab with a good warklng
knowledge ir the tmotloes of smaller units, This was borae
out in bn% intital mtapses of the Hukawng valley where the

gmaller uplte would go ahead and secomplish thelr objeotlve

'Yhe 1@ade§§ of the smaller unlta were genarally former enlis ted
nen a@lagéad by merit, A~As & yesull the unite had aompetent
leadern aﬁd had zood teem worle within the unit,

, b, Large unlte, Jn the aprly stasan of the Hulawng
o@mpaign,éhgth the 22nd and J8th Divielons hud Lendenoles %o

£

. ’ R e . . Y% A
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£
heapiny disorganized and o lope eontrol, AB the oampa lgh
!

pregrapped this was corraoted, and at the present time I
wouldj say that gheir oonirel 1A superier., 'Lhis laek of oeoa=
trol %@a slao evidenoced in grell of the newly arrived divisions.
in mga popaung eanpalen, whiok wes the f£irst anployment of
the é@ﬁh ivieien, nene of the batballons knsw what the hab=
taﬁiwnﬂ@a iLe flanks were deing, and B8R & pepull they eften
@ngak@d {n five flghtp betwaen themaelves, A8 Hhe goubab |
pr@=%uﬂaed they would get pome pemblanoe of wrder. and the
b@@ﬁ:that oould be aaid for the enmpalen, apn £AT ap the 30th
uiv%atan ig ooneernsd, 18 that 1t wes a Vory good proving
{:,m\;i.ncl '

At present, 4 would rate the uhlnesse pivislons
an ? bllewe: Jdth, hoth, and 30th, Wwhe prepiments and patbullons
of §be 3f4h wivlelon are all well trained and wall led and
oaé,h@ gxpected te o on 1nd ividual misalong, whe reglnents
@fgth@ LoLh pivinion are rereliing thip stage put atill have
L@é@ tpdad and erroy Lo A0 through, 'whe 30th Livisien is
pfﬂbﬁbly the pevrast of the Lot and hos & LOng way ©e E0.
uh@ prinary reawon Lo thig, L 'bhellove, ig 1te Leok of lead-
arpnig.

b o wéotdog. whe taotiep of the mnaller unlte are
g@ﬂarally pe0d, whe teetlod of the larser wilts are 2ENeT=
alﬂy Lypified by mnu oh&rmotnr af the oomnandern, YOI

6wamplﬁ, weneral wun, oommmp@ing genspral of the 38th pivislon

Decl .
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(now Lot Arnly), 1n1t1ally believed only in frontal atﬁaoks.
A8 th? Gempaien were' on, uenaral BElllwell mads an effort

to 005.Vinee General oun that the bapt taotjou to enploy were
wide ﬁl@hking nmovenents wity) neoefnary helding atvaoks, After
8 fow t2iale at this, whieh a1 ended JIn BUGGeBs, weneral yun
a@vined & Llanking and yoad blook aystem whiel he ean neariy
alwaya‘be expeoted to enploy, iip greatest suoceesn gt thie
was in,the seten blook where ha elipped one regdment one hupe
(red miﬁﬁa in the rear of the Jape, dug them i, and let the
vape wear tn@maﬁlvsa out trying to get them out, divery time
this uxviaiﬂn ham the opportunity they employ this AyAatem,
whiloh ro rar has proved mont ggbiarﬂoborv. Another exemple
of the gre Leiénoy of the wel) tralned dlvisien was when the
38tk oapt t&d mogaung, 'he Britleh hae been employing one
brigade%at Moguang from the south when the Uhiness arriveda '
on the ?o@ne frem the noyth, Afbver a oonfevenne with the
uriﬁiahinrigadter, 1% wam deolded to Puld the wyitiah eut
and let.the uhinuae try thedp hﬁﬂﬂ.‘ Artay ] méoannﬁim@anoo
of the aituatian the Vhinese oommander, o the uttbep Bnase=
ment of ﬁna uritinn, deolded o muﬁloy‘ona bavbalion, whe
attaok b@@an 6t dawn angd by ven o'oloo& the town wma in him
henda anﬂ resulted in ap ;_w‘;gxf - ‘ﬁﬁogn thneae~dead to
150 vapss 22 B |

A2 Uivie

A R - : CIA-RDP 1R000100430001-6
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the aro valiey, approximstely 150 miles from its base,

vnerge it vias confronted with en egusl number of Japs, The

tactics emplcyed in this bastitle cut the vaps off from any
posziole supply snd left them open to attack from 211 s;des
AB a:reault the entire 'raro Valliey wze gecured and cost the
dgps:ap;roximately 500 with very =zmall losses to the Regiment
of tpe 22nd,

é 1 believe that the tactics of the 22nd znd 3&th
Uiviaions ere gt prerent very good, ‘he 50th is becoming -
mucq better, elthough they lack the combat exzperience of the

22nd end 32th. rhe 30th have Judt cne system of tactics --
simpﬁy push gnd pull,

5. “reining., The training given the chinese Divisions
by t%e smerican scﬁool at rangarh has been the keynote to the
succ%éz cf the Thinese combet dilvisions. as stated previously,
the ?cmbat efficiency of these units is direetly proportionste
to tg& treining they received at mangarh, Of courge, to all
this muet be a2dded the combat experience each of them has
gain?¢. 1 did not attend any of their training at Ranéarh,
bux,?rpm what L have seen of the way the uhiﬁese soldiéra
take; care of their arms snd equipment, their weapons and
bas;? treining must have besn excellent, rrom what I have
seenl thug far 1 believe that any group of chinese with prop-
erly. selected officers could be trained and welded into &

gooéfoombat?unit.
1 3

) 4
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% é. Yhungldng yentrg o During tpe 90uree of the

ﬂukawn%fo@mpaign 80 odd situation 81086 868 & Pesuly of the
Jap atégok °n Imphal, A13 the ameriean 0ITieersg, iaoluding
ueneral%ﬁtillwgll, were trying 4o et the Vhinese te PO~

oeed dé@ﬁ the valley, but for gix weelts the Yhinese Bteed
rat aad%@id ot neve, kany of the offieers in ngag head-
qu@rtéré ﬁ@r@ ef the opdnien shat vhungldng had 1ssued netrugm
tions t@éth@ir Tiela é@mmand@ra that they Would not move until
the lmphél 8ituation was olarifieq, Yhere are nany other esxa
oxamplea%er thie eontrol from hishey up, Hemne exaiplen night
bé the dﬁ@p@@iti@n of impertent oeptured d@oum@nﬁg. Yheme
nevep rqgiﬁ 00imbat .z, Home of the prailrels sent eut to eon=
taot uhinéaa wuerilles are meng out without notifiontion 4o
NOAG h@édéugrhérg. it 18 alme lenown *pey there ape Béveral
radion wiﬁhin 8Aoh of the Wivislens whigp have diveet gop.
taot withfunknewn 8tatdona, put g 18 generally believed
thege atgt;@aa eontaot Uhungicd ng dir@otly.

7.§§ggggg§g£§$ggg. the Uhinese have nroven themael veg
@@p@ui@lly?&éantabl@ te the e zep weapons, namely, tanles,
artillery,;agd heavy nortara, yhe tenle uniy Of NUAQ 18 the
enly uhin@éegunit that ia direotly Amerlesn eq, tiowever,
the auberdénéte oomiande are g1 Uhineae )eq, Yarlng the
0Qurge of ﬁn@ NOXth buppg oampaign thie btank wilt, totalling
75, lomy oz)-ly 9 tanlks vQ eneny aotio.a; lileht of these were
L4ENt te kg ;ndvéne & meddwn tank,
- Vo '
’
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1 Br e Bute Wi

: wge ulhinese partvioularly like the 155 mm, whedlp
gunn@r?fga exeellent and the Jape have preat respret Pop
thely atMJiﬁy. Nany tdmes during dhe eourpe of bthe nulawng
and MVEt%yLﬂa eampaimns vhiness Artiilery unite wers able to
kngelk ﬂu% the Jap aiblllery by eowiter battery rive, A£
Tivet thy had enly 1058 and 7he, and Lhe Jars were abls to
eut rnn'e bhem, but on the avyrival of

Va8 2?@\‘ L

Lhe 1558 lne glbuation
@d and the Japes had nothing to eombatb 1, liseent.Ly
they hy :

added o)

1u§®all@d pound loeating deviees whieh have grestly
E1r geuntep battery efrilelenoy,
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BASIC - Eitr to Dow fr Christisn dtd ¢ Nov L4 w/twe reports re én?&@éi%'-
Eﬁcau-

’

\g_.,q .
;o

let w/Ind AYiD/wak
U. Detachment 202, APO 879, 10 November, 1944

» Hg & Hq Det., 088, ¢ & 1B, APO 885
1, éotcrcncc to your cable No, 108 dated

27 October 1944, I con-
tacted ¥r, Thristian and aAsked him to find out for me all he could regard~
ing Gontraggspilwoll’a removal from China,

Branch Hcédquarter:, 0.8.8.8,
T0s Coloq@l John G, Coughlin

2 Tﬁc enclosed letter written to me by Mr,

Christian, and the
two encloses reports, are forwarded for your inform

ation,

O

Lt. Col., Inr,

A

THEATERS, APO 885, 18 November 44

T0: Diroctor, 088 Wanhington, D. C.,
ATTN: Colonel John @, Coughlin,

Forwarqged,

Fep the Commnnding Officer:

P, M. SMALL,

Ma jor, AGD,

Executive Officer,

e L LT X R e

L

: . X0 000100430001-6
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¥ Novoher, Jugd
Lbe Gul. ALW, bow,
8A00, :

Tre Velley:

Deapr Gol, How,

i tharh you rop ygup Fatler of Novewmba) Sedoand yon agpe
eopreagt in aaguln: Lhal 1L Le masiey whish yun ajo (o ol laot Prom
the Fiﬂéﬂﬂﬁf Wfriesr 1a ot to be paspegd heaueh yauy bhaong ng J
have PogUlee montnly HOdounba ppepared ang ment, Lo Myiland i
regpsot af Tolh Ung gna e

1 agppsoisie vely wmuah what ygu witdlban Aboul waavling agd
JOU By Pe8L aghuped tLiuf | will use u,y,, gabuline an |1thle
Af poasible me L peallac tue dlffﬁ@ulbl@a ol Reuurlyg, adeguate
Bupplics, Fapaypding the Josp whiah Myklana hag ta puaming, 1
think we hag hotioj colt 14 up Lo Uhunghlog althogih b g o,
really nesd n tosp al Lhte time aa | huve ile parl Llue yhg of
8 ABdan with Lry Jourpy hates and parlioulavly 1) wet wesa thiep,
B #8dan {8 mwhioh mups uBBl'ul rap we Lhan g Jeep,  UYhe Fanlayy, hdwavep,
i old any ey Leeah duwn 84 noy moment. gu el tE woala Beptainly
be Bamrt tu Hive Lue Jeep uvailabla, By twving 1L hers we wigii )
avolq ln@env%nluuaiuﬁ YOUER ppasant. tranapurlel Lo sibfangemnsile L)
the Valley.

é
u@gardinf ol Youghiints baguley relattva 1. denepal 4SL1lwell '
h

romouval fromgtnie npen as 4 mee the matloy, danspnl dlilwell waa
bhe goat, (R Yoyerpment 1s deflnttely suunllied Lo Alppartlng,
the Kuomintane and Lhe leadep uf tlie buomintang, the denapal 1aalmg,
hae hesn Violently eritintvad al] apound far Lhe mlllbupy pavepnes
whiah Qhiluy 1 a8 Bulfersd and tne plule uf denuy whitoh lins hean 1A~
seuhly av esylde,t ty Qhuuuiziug. 'he oo ru) Vag g had 1o hiavg
BOMsone on whoan Lu blame Lala akate of arralra and ag he did not
like fOBneral tilwall i1 Biy GRHe, he deolded Lo ey pid of niq
8nd was in s posltion ty A0 80 a@, Bitep 4ll, bthe enaralisaimo La
the Gwmmandan b Ghler of wll rupoes in tnle theator, 1he danapral=
isaimo Blames, 86Liwa)1 o several things, rartieularly that na
Pad i lven Lue mual mupgoel Lo Lha Uile alie ropoen and nol. ahodph Lo
the Oninene EPAund [furose with uhe 1wl ted Lonpage over Lle Huapp and
that he had used Ghine 'y beny tpoups tn Plehblng the Murgg aampa
and thereby made Ghan, waavallanle fue 11l 14 Yilne and that in
doing this, #illwell wap playing hia ew ghme 1o Tryluge tu pagovep
Bupma frem whiol, the dapanese ehased hinm tn ludy and halploy the
British in Fesuverduy Hupna pabhap Lhay helping Gthe Uhiness ¢n prys=
baeting their:.wn sountpy, I have already senb by el hamdng one
- Or two peports dving full datalls o Lhleg mattanp &ggkhava panghad
- eF will peasniUal, Uoughlin Bliortly. 1oy youp tupther enllghbment
, girgg 8neloaing u rastrieted report frum the Jentpal Nawa Agenay
o ‘Particuler K%fzrengg Lo an artlele wrlksen F@f Lise New (@gh
by Brooks Atklnson, theip gorrespondent in Ghlpa, who returned
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60 the Hnited Btates un the same plans wibh Genepal 8Lilwell.
I ganerally soneur with whab Atiilnnoun has ho gay bul think he
Ha8 beai Lwe haprd on the Ghiness, Fhila La doubblens dus tu
the fapi that he abrolved dtllwell's venum while bthey were
travalling togetihar, 1 lmow Uenapal Shilweell very well and
eonaldesr him & fing euldisr and resl Lhat he lne boan a vialtlm
af pelilteal elpsumatancas Fop whigh be le nol bu be blaned
but 1 ropeat Lhal somebudy had Lo be L pual and he wal 1t

Mr; Hopgyeult and 4 luol Fapward §8 asalng you omel e
LT PR

N
»

Vary slnuerely,

A
‘ﬁ?‘ﬁf BeTebian
o>
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OFFICK OF STRATEGIC unvncug 4
WASHINGTON, D. G, . Nelt Pohed

© November 1944

Subjeot: :Memorendum on China
Tos flxrlgudior General William J. Donovan

Pleass find herewith, in duplioate, the memorandum
requested,’ entitled "Observations on China as & Wartime
Ally of tiw United States of America".

Because of the subjeot matter oontsined and the opinions
oxpressed ‘lt would seenm best that my name not be conneoted

with this report.

ROBERT B. HALL
Colonel, AUS
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olitical 31§lll'b!=0!}o
The efforts of this detachment ars directed ohiefly

toward military matters. However, it is impossible to operate
intelligsntly alcng those lines without kesping a close tab on

the varipus political ramifications which are inevitable in present
day Chins. Within the past 30 days political rumblings in this
area, particularly in Kwangtung, are approaching a seething point.
The entire story is not yet knowm but will be reported as the
details are fitted together. The essence of the st‘’1 under—cover
rumblings is discontent with the Chungking governme: and to a
certain degree with the military government of Kwangtung. Frecisely
what groups are backing “a new order® is still undetermined but

it is known that certain progressive, return students, commnist
olmntag, as well as some political old-hands are involved. This
matter i3 of particular importance not only because of the
possibility of a ssparation from the Nationalist Government but
because ?o mxh of this area actually touches the Japanese political
and military front.

General Yu Hon-mow, Commanding General of the Seventh
War Zone, is not as secure in his post as one would be/lad to
believe. Strategically he is not war-wime; politically he is not
astute. It would appear that he is involved .n commercial and
other enterprises which might well affect his decisions as to
nilitary moves. He maintains the lip service of his underlings,
and yat ‘there are definite clouds gathering which would indicate
possible political upheaval among military men under his command,
Certain generals are dissatisfied with the status quo, and seocret
negotiations are undoubtedly under way which might lsad to the
unseating of Genersl Yu, The names of some of the plotters are
known to this office. For reasons of security and to avoid possible
political embarassment, they will not be disclosed at this time.

Cn the civil side of the political situation, we have
Governor Li Hon-wan, a former and able military man, but from all
acoounts unscrupulous and certainly a personnage to be watched
during the present unrest. Oovernor Li is ambitious, impatient,
and continually being goaded to action by Madame Li, who is probably
an even more clever and ambitious person than her husband. That
the Governor is playing for power cannot be questioned. Exactly
what contacts he is making in his bid is not known at the moment
but will be investigated, It is reported that the Governor maintains
strong conneciions with Chungking, chiefly through the Chen
Brothers.

Detachment 6 is scrupulously avoiding the political
turmoil. We play no favorites, have maintained excellent relations
with all parties and insist that our concern is only the defeat
of the Japaness. It is interesting to note that the Provincial
Government has during the past month made a real. effort to ingratiate
themselves with this office. Undoubtedly they fesl that the
Amerioan 4s imminent and feel it a wise move to get on the
ol wagon®, Offers to pass us information have been made with

H LY 5
o ¥ oo
. W ’,
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only one s‘ring attached: It must be given unofficially because
of the Central Government's law forbidding Chinese officials or
organisations giving allies intelligence data,

There is one other factor involved in the complex
political situation which must not be neglected, This factor is that
of the Communists in the southern part of the province, Much thunder
has been heard on the southern front on several occasions, and is
now common knowledge that the Communists took over Tsingyuen after
the Japaness evacuated and after the National troops took so long
to re-enter the town. This group of communists is reported to have
come from Tungkun in the southern part of Kwangtung near Sheklung,
and all without doubt, are of one party. They flooded the town with
propaganda, Commnist in character, instituted relief measures and
gonerally did a pretty good job, Tsingyuen is atill a closed town
to strangars, and we have baen unable to got definite word of
conditions there. Certain other information which may not be true,
holds that there is coming a conflict with the Commuinists, as they
may use this opportunity to collect more power and even try to
take over Xwangtung Province. If this should happen it is entirely
possible, so goes the story, that Gen. Yu would be allowed to
maintain only the rols of a figurhead in his present poaition, but
that Governor Li would disappear from the scenes, This atory does
not quite make sense for we are unable to understand why Yu should
be retained, There is some hook up betwaen the Communists atory
and the story of dissatisfaction betwean military men,

Declassified and Approved For Release 2013/08/05 : CIA-RDP13X00001R000100430001-6
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'of Lt. Colcmol Buith's report on the
politicd ‘#lfuation 1n Bastern China
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T0P SECRET

' “Oﬂice Memorandum - vniteD STATES GOVERNM%
TO : General Donovan DATE: 6 November 1944

FROM : Secretariat Y ?&Aibn(lu”;
Tee

e A U)&’Q"b

sUBJECT: Draft of Memorancum On Situation in Eastern China ¥
X

1. A brief commentary on the situution in Eastern China
nas been received from a military and political observer whose
duties in connection with this organization and the Army have
kept him well abreast of Chinese affairs. This commentary, which
has been described by Mr. John Davies of the State Department as
a Keen analysis of tue present situation, is summarized in tne
following notes.

2. In tne provinces of Eastern China, an area never in
complete narmony witu tne Republic, a coalition of military ana
civilian groups has been gradually forming which may have far-
reaching results. This movement, stemming from those warlord and
Communist elements which were forced underground but not suppressed,
nas been fostered by economic maladjustments, corruption and con-
sequent deep civilian dissatisfaction.

3. Among tne important figures playing a part in this move-
ment are many who have been regarded as actual or potential
collaborationists. The Generalissimo viewed the trend of events
as one of sufficient gravity to require an inspection tour to
Kweilin. By astute maneuvering he weakened or dissipated the

strength of many of the key figures of the coalition. For example

L
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he flattered and promised increased support to Hsien Yo and L1
Chi-sen, an@ reprimanded and cut the forces of Chang Kah-Kwel and
Yo Han-mou.

L. A8 & result partly of the distrust between the Generalissimo
and General Hsien Yo, tne pattle of Hengyang was 2 bitter and
possibly wanecessary debacle. piviaed commands, pooT tactical
planning, insufficient ang badly mainteined equipment, all played
a pert. Now General Hsienh Yo has reconciled nimself to using
his pbattered forces in guerrllla operations. Although this 1is
due largely o e exigencies of the present gituation, it is
also cnaracteristic of tne desire of tne Eastern militarists to
conserve rneir military power. Hsieh Yo js desirous of using his
guerrilla forces 1O render maximum aid to American 1andings in
China.

5, It is now pecoming clear gnat some break will jnevitably
occur «8 vhese wastern militarists band more closely togetheT,
to form & regime either totally separated from the Central Govern-
ment or paying it oniy nominal alleglance. Chiang Ching-Kwo, son
of the Genaralissimo, 48 regarded as the probable titular head of
this new order, and Kanchow the probable capital. such figures as
General Tai Li, who has been likened to a Gestapo 1eader, and Ku
Tsu~-tung, commander of the Third War Area, are watching the course

of events hefore deciding whether or not to join the novement

)7432:»221
w. B. antack

Capt., A.C.
Reports Office

|
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v Zas. C‘".{"""!.
HQ. 088.8U. DETACHMENT 808 CBI v .
APO 687 NIllny
LIYNIN G ler
8 Oaotober 1044

SUBJECT:1 Notas on Ohinease Politios
T ¢ 10w, via Oelenal John %, Ooughlin, HQ 088 GBI APO 888

1, Please find herewith a copy of "Notes on Ohinese
Politios in Eastern Ohina prapared at my request by Lt. Ool.
Wilfred Js Smith.

g, Few, Lf any American offiocers, know the personalities
discuaned ap well aa does Cel. 8mith, Nene have had & better oppor-
tunity of watohing recent developmenta in Haatern Ohina, Thia 1a
unquesiionably an Al report.s YAIKM=a7:vy

ROPERT B, HALL '
Oolohel, AUS
Oommahding

\xiw&XsA\uuﬁan
R

HQ 0883 ORI, APO 08D, 1% Oet 44
701 Direotor, 088, Wash DO
1., Forwarded,

2, The incloaure was ahown to and discuased with Jehn Davied,
John thoupht 1t waa well written and ahowad a real rupreclatien of
the ploture, He rated By th aa quite keen 1n hila deaaription nnd
analysia of the altuation and aaked to hnva a eopy. He felt 1t
waa zartlcularly timely as it weuld atrengthen hla own genviontions
and thuas help him present a atronger oamsd to General Btilwell who
he expeots tc aee 1ln the next few days., Davies haa been soheduled
to leave herw dally now for the last three daya oy ktoohunge -
at the last minute,

3, Oolonel Bimith is anxlous that his name net he eennavtod
with any political report hecauae of General Ohennault'e feellnga
in auch mattara, For that reason the aource ahould not be named
if thers is any ohanoe of it goling back %0 Z?c;nault. Daviss waa

‘ é%wzf
n G

a0 advised and agreed. 2 ¢
Eﬂ?

Qoughlin,

Jo
(ﬁ olonal, Inf,,
1 Inelt n/e 580, OBI.
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30 September 1944
SURJEOT: NOTES ON CHINESE POLITIOS IN BASTHERN CHINA
TO { C.0., Det. 202, 088.8U., APO 627, OBI

1. At the outset, the undersigned wished to state that the follow=
ing notes are not intended as a definite analysis of the politiocal pot
now seething in Eastern China. The jioture is too complex to allow
one to deplot it in a faw deft strokes and pretend that 1t completely
portrays the entire truthe HaLL truths are essy to obtain by any ob-
servor and a too hasty attempt at reading their Ceport will only result
in sonssationsl reporting scarcely more dignified than Journallstioc rumovr
mongering., The underaigned has aincerely tried to be objeotive in the
following comments but %e has lived in China too long to hope to be
entirely right eitner faotually or in the matier of conoluslons drawn.

2. As the war hae progressed, Hastern China has suffered inoreasing-
1y serious impalrment of 1ts economic atructure, Inflatlon largely
caused by a diminishm:nt of commodities has brought in ita train pollt-
1eal and social dissatisfaction. Malad justments resulting have dis-
rupted the life of the middle olass and brought official ocorruption to
a high state of development,

s, Eastern China, in splte of 1ts nominal membershlp in the Kepublie
has never conssiously und wholeheartidly felt & onenoss with the country
es an entire ontity. Warlordism onoé ram,.ant was never oomplately
eradicated and pollitical gengatariam in partnership with military strong
armism was &n &ll too common pattern, in the bod{ volitic, This was
matohed by & mounting wave of olvilian discontent whioch has seathed
underground for yaarn. Inarticulate as their movement was, it flound~
ered for months without ocmphass course to steer by nuraing ita griev-
ances but insapable of elleviating the hurt. The suppreasion of
communist organisatlion in Kwangal Province in the 30's failed in
eradiocating the movement but drove many intelleotuals of diverso groups.
The nommunist slogan and woll known trapping of the party have been
discarded and skillful leadershipy has welded altogether into an opposi=
tion group oy 086d to oontinuing status quo government whioh has besen
unable to mitigate aconomlc distress,

4. Today a coalition of military and oivilian oppoaition grouys has
been acoomplished with results whish oan only be guessed at this time,
Military leaders involved inolude among them no less & person than*oﬂhng
Ching=Kuo, son of the Generaliasimo., Others are Chang Fah~Kwel, famous
"old ironsides" of civil war days, Haloh Yo, Commanding the Ninth War
Ares, Fal Ohung=hsi, Deputy Chief of Starf to the Generalissimo, Yu Had-
mou, Oommanding the Seventh War Area and Li Ohi~-aen long remombered a8
former ocommande» of the old Fourth Army,

lﬂP Sk

YA/k M= 7=9Y
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8., The prinoipals named above have long been suspeoted of sollabor-
ationsist tondencies. In thea full of 1043 danger signala in eastern
China brought the Generalissimo to Kwellin on an inspeotion trip, This
oventuated in the muoh disoussed NANYO oconferance of last Novembar,

The Generalisumio played every ocard with the finesse of an expert,
Hsleh Yo was publicly promised for his services the Tungting Lake op-
erations Just conoluded and in two ,ecrat oonferences he was told by
the Genoraliscimo that his oconduct had won for him the generous military
support from the Contral Government. L1 Chi-asen was flattered and
promised troops to command, Chang Fah=Kwei had his wings oli,ped, his
foraes ourtailed by tranafer of certaln units nlsewhere., Yu Han=mou
was scolded ['or what the Generalissimo desoribed as inadequate prep=-
arations in tho Seventh War Area for elithsr offensive or defensive op~
erations againat the Japs, The net rasult of the NANYO conference wes
A& temporary divide and rule gain ror the Cantral Government.,

8. Pollowing the conclusion of the Tungting Lake onnpalgn last Deo,
Genoral Hasieh Yo, Commanding the Ninth Wav Area, was asked how long it
would take to rearm and reouperate after the lomsses he hud suffoersd,
Heleh Yo replied that he would require a psriod of at loast six months.
It 1s unquestionably true that the above oatimate by Haleh Yo was made
sontingant on the delivary of ocertain supplies in quantities numed
dwring seoret meetings at NANYO,.

7o It was the beliaf of many in high military quarters thut the
spring of lu44 would see Chinose arm’ as abandoning defensive tactios
and launching & far reaching offensiva ineluding action throughout
the entire Yangtse Valley., To this end a detalled militury plan was
aotually formuluted and was scheduled for operation in April, This
plan was mors ambitious than the plan entertalned for Soptember, 1943
which primarily oalled for action in the upper Yangtse in the vioinity
of Iohang.

8. Supply prot ems and in partioular -iomands made by the Yatile of
Burma rendersd the April offennive only w papser plan, In addition it
is the writer's opinion that security given the plan was not of a high
order. It would be more surprising it an examination of evaery file
wgu%ddrnil to yleld a copy of the whole operation as originally ocontem~
plated,

9. Instead of anticipated Chinese offensives, the Japanese selzed
the initiative and launohed what bids to be for the strongeast effort
ever launohad by them aguinst the Ohinese. At the outset of the oam=
palgn from May 28th throughout June, Ohinese intelligence and military
heads estimated Japsnese forces to be in the nelghborhood of two hundred
thousand all told., This figure whether exaggerated or not represcnts
unquestionably mors than doubls the strength employod by the Japs in
any irevious routine rice gathearing expedition in the Tungting Lake region

10, Haleh Yo apparently was 111 served by his G=2 branch, because on
3O May 1944 he in company with each staff head in his headquarters adopt«
od an attitude of ocomplete skepticism that any attaok would eventuate
prior to July at the earliest, This attitude was reiterated in the fadce
of queries and warnings as to Japanese supply aocoumulation in the

Hankow area,
'2- . Y
lup bheﬂm\w ¥ »
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. Haleh Yo was convinoed that the Japsnese camyaign in lonan would fully

ogoupy the main Jap effort and forstall any immadiate attack againet
his area.

1l¢ The launohing of the Jap attack aZainst Changsha in the olesing
weeks Of May onusht Heleh Yo unprepared ani the teollos employed by the
enemy were foreign to hle experience in previous ocumpalgns. strong
hold nf foroe advanced south from Yoohow the traditional route fop
n

attaoking Changsha. BDut at the same time another force was act in
motion moving on Jeneral Yang Seld, 20th Army at Pingkisng and a third
threat developed in the direotion of I-yang on the Ohangteh~Ohangaha
highway. This three pronged drive placad llsleh Yo in the horg; of a
dilemma, Deployment of any sisadble hody of troops from those efending
Changsha might mean & Japanese "pluy thru centep! by enemy unita in Lhe
Yoohlw sector. Ohinese Ninth war Area fleld inuelligonoo was not agunl
to the demands imposed on it and Yeneral Ling the (~2 admlitted that his
reports were at leamt twenty=four hours late and too often apotty.s It
was impossihle to tell acourately whevre the snom strongth lay whether
on the right or ieft flank, In oonsequence Ninth War Area armiss were
sometimes immobiired until development for orieis whish found them
powerless to avert.

18, The batile of Chungsha itse)f wan doomed to fallure from the
start and the dafeat was the result of ovarwhelminy, onamg supsriority
and medioore staff work, Uene:al Chang with aix re?lmwn 8 of the 4Y0th
Division held Yuloanuun Key artillery position guarding GChangzsha, The
high tides of the Jupaness sattuok found enemy numerioal supariority as
oat as two to one and a lfar greater advantage in teorms of leadership,
8onorll Ohu, Ninth #¥ar Area Ohinf of Ytalff wam in Yolushan und "adviged"
Generasl Chang to mhilt two of his alx regiments to Yolushan heouuse the
Yolushan heights if oaptur~d bg the Jups would mmke the defanse positlons .
in Ohanflhll oity untenable, hang damurred on grounds that suoch would
be in violution of the striet latter of his orders. Ohief of Staff Ohw,
telephoned lisiehh Yo then et his temporary field hesdquarters in Ghuting,
but he phrased his request o woakly that General linleh Yo roplied as
oonfident in Chang's ability to sucoessfully curry out the orlylnal .lan,

13, Weakeniny of the Yolushun defenmses and Lhelp capture ended all
hopes for further defense of the olty iteelf, The oapture of Yolushan
involved the loss of most of tha sixty-meven artillory pleces as only
two were later 1eported as ratuined by the Ohinege.

14, Pall of Changsha marked the end of the final phase of the ourrent
oampuign. lluleh Yo mdo, ted the used Ohinense strutagem of permitting the
snemy to penetrete in dopth while threatening his flanks. In this ocuse
he made the Chinese senter absolutely hollow and the Japanose discovered
that it was unn-cessary to employ more than u bare token foroe in moving
thru the Chinese center. This snabled them to smploy powerful foroes
ir wide sweeping tlnnkzné moves whioh resulted in a double envelopmant
where Chinese foroes walting to envelop Jap units found themselves
threatened with a dowe of their own medeoine, A strong disagreenent as
to tactios arome between lisish and the Gsneralissimo and the former was
severly asnsored by the UGaneralissimo for risking a defense as Ohangsha,

9.1 E ijﬂ') bﬂ;w«n* ®
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Threat to the Chinese flanks caused reo.rrmgoxln? o§ gifo"ff" plans
Japanese mobile columns ﬁrecedod by
toward Hengyang. The
was quickly abandoned on
approach of the Japanese spearhead. And the work of plain oclothes men
demands a note:at this time for it has not only military significance
but also carries a tale of political interest.

16, Plain ciothes men have been traditionally employed by the Japs
in previous ocampaligns and they were for the most part natives of Shan-
tung recruited .and trained by Japanese army officers. Dangercus as they
had proved still their stature and speech made their detection not too
4ifficult a problem, But in the present campaign & large number of
Hunanese traitors have been encountered. They , for the most part, are
the followers aof Tang Sung ming, younger brother of Tang Sung-chih, one
time premier of China, Tang Sung ming had at one time been a candidate
for the positicn of commanding general Ninth War Area, but was passed
over in favor of General Hsieh Yo, the rancor of this disappointment
lingered and he soon joined the renks of pro-Jap puppets at the same
time swearing eternal hatred for his rival. It has been the Tang
clique which has provided the more dangerous members of the Japanese
plain clothes gengs. Of course some have been induced to join up for
purely mercenary reasons, and others joined because of hatred to Hsleh
Yo who with his staff are foreigners in so far as they are Cantonese.

17. In this connection it 1is interesting to note in passing at least
the antipathy toward Hsgieh Yo in certain circles and to briefly analyze
scme of its origins, {5 the provincial Hunanese he is a rank outsider,
this fact has caused certain groups to spring into being such as the Hu-
nan Reconstruction League-an anti Hsleh Yo society which flourished in
Kweilin. That it was purely a provincial opposittonrgroup is difficult
to believe and it is not unlikely that part of its violence and hate
for the g3ners&l was enemy inspired., Japanese propaganda worked over-
time on the troops ask ing the question, "Soldiers of Hunan, why do you
fight for a fcreigner and his missions?" 1In addition to the hatred
already cited,. the Central Government regards Hasieh Yo with hardly more
than a jaundiced eye. As the Tiger who defended Changshe in three
previous camp&igns he achieved a fame which might be coupled with a
dangerous degree of ambition. Weakened as the Kumintang party has been
by the stresseés of war and the dilutions in its membershlp by forced
compromises, it ocan 111 afford to watch with equaninity the rise of any
strong individualist. Therefore the Central Government has sgiven Hsieh
Yo the kiss of betraysl. FPromises made during the NANYO session in
November 1943 were only paid in part in terms of milltary equipment.

18, Generai Hsieh Yo stands today with his past victorles tarnished
by the suffering of recent defeats but the present militery situation
in eastern China contains much more than meets the eye at first glance. .
Two things mu3t be kept in mind, one is that China's armics are weaker
today numerically and in terms of equipment than was true & year ago
and secondly that political considerations far transcend any military
oconsideration, Another point is interesting in passing, namely that

TOP SECZ
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the Chinese in esstern China for the most part lost the last flickering
spark of taeir will to resist on the day that Admiral Nimitz announced
his intention of landing on the Chinese coast. Many officers now shake
their h-ads and with a puzzled look ask almost accusingly why the
Americans have not made good their promise.

19. The battle of Hengyang was a political as well as military
struggle. Humor from excellent quarters indicate that Hsieh Yo was
ordered to set up his command headquarters at Lingling but he placed
them instead at Leiyang first and then at Chenksien., Here he directed
his forces comprising the 20th, 25th, 37th, and 44th attached S8th and
4th Army reorganized after the Changsha defeat. The eastern Chinese
flank was comacnded by Hsieh Yo while the western flank was the re-
sponsibility of General Wang Yoo-wu of the Sixth #ar Area directing
the 74th, 79th, and 100th Armies. The 62d Army with on< division of
the €3rd fought om loan from General Yu Han-mou commander of the Seventh
War Ares, but their control was maintained in Kweilin and vested in Pail
Chung-hi®, althouzh he denied that he had any coonmand function, but was
only observor and adviser representing Chungking. A three way command
was one reason why the beleagued 10th “rmy in Hengyang under General
Fang was left Yt its fate. Sixth dar Area troops for the most rart
showed 1ittle zest for combat and constituted mainly a holding force,
the 62nd Army although badly mauled in one attempt to push into Heng-
yang was too often harassed by marching and countermarching according to
undertain orders whichsaid advance and then cried halt. General Hsieh
Yo ordered his command to fight and withouv ‘oubt the burden of the
fighting was done along the east flank in tue neighborhood of Anjen,
Chaling, Hsisohuiper and the 58th even pushed west as far as the river
capturing Chuting and Kantien, The net result of it all has been that
Hsieh Yo nas lost in men and equipment to such an extent that his
enemies can almost regard him as a Tiger without teeth and one whose
claws sre blunted, To many he is now only a "has been" and no longer
a figure to reckon with in the picture of post war China. But battered
as he is Hsieh Yo can not yet be considered as defeated in his political
anbitions.

20, Because it is true that the campaign has been dominated by
political and not military considerations, unity of command has never
been achieved and the task of the enemy made easier than could normally
follow, Equipment old at the beginning of the summer has deteriorated
until some units with weapons once classed as rifles are now smooth
bores. Maldistribution of equipment is another problem - and one unit
of the 4th Army had recently 16,000 effectives with only 2,000 rifles.

- another unit a battalion relieving the line took over the rifles from
troops being replaced and so on "ad infinitive."

rmies and divisions not full strength on the start of the
£ind their ranks now decimated by battle casualties, desertions
o8 of diseases, The 62nd Army 1s but a shattered remnant
100th Armies have at the most five thousand fighting men
27th has practically disintergrated. The pattern now is
1ting away into Guerrilla bands and the coming winter
Is of Hunan and Kwangsi filled with guerrilla or actual
pginized resistance as such has virtually ended and

yd into a guerrilla operation.

TOP Skuiie.
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 B8s This ia parting}x oaussd by the will of the easf Ltarint
L0 survive thru conseri lon of what little is left to them and to band
togather ror mutual preservation, Goalition is the keynote at the
moment « snd It will take shape in aither actual ssparation and
!or east Ohina oy in formation of a overnment aystem giving
the semblunoes of 11y service to the Oentral liegime,

83, Oaptial of the new order will moat likely be KANOHOW where
omissarion of Yu llan=mowe and In partioularly Hsieh Yo have been
snquiring for quarters during reoent weoke, Titular head will Lrob=
ably be Chiang Ohin *Kwo whose aiffersnoes with his father the
Genaraliséimo have een froquantly B.purents le gould pive oolor to
the friection of loyalty to the Gonerulissimo or he oould aonoievably
21600 his feet on the road to power in hia own right, Although at
the moment Chiang Oning«Kwo has the 8potlight, his olosest rival to
leadership of the Broap ie L1 Ohie=pan whose re utatlion ig nt marred
by reoent defeats and who was Somusnding the 4th Army yoara ago when
Hateh Yo Endonly & mere Hegimental Oommander, Yu Han=moBe 18 not to

)

¥
be oon;iea &8 & oontander fop leadership and the sune oan he gaid of
Oha nXwal,

ng General Yu 14 dominuted by the Oanton oliqun whose
ambitions wre politeal "walt and sees" walting patlently ror the tupn
of the tide %0 resnter Oanton triumphnntlg the minute Liie Japanease
withdraw, Meanwhile trade with g0oupled Chine eonatitutea some
eonsolation for territ.rial losses.

84, Haieh Yo has reconoiled himself to utiliping hia battered foroes
in guerrilia oparations. Geners) Teng, one of his Ohief Staff officers
has already been directed to start the organization on a puthep 6om=
prehensive scala, Haieh Yo sees in the future a promise that he ma
thr ugh guorrilia warfare prove of real aid to Amarioan naval or oth.p
forees landing on the coust in east Ohina, By these sorvices he oan
help his friends the Amariocans whom he gonuinely likes., But the
he :;I also bring i reward the gretitude of the N.8. Governe
nen oh if tranalated into material torms might plaoce him on the
road baok to power in the post war era,

Beparation for Kast Ohina in attenuated or extreme form aeems
10 It s but a foreshadowing of thinge to come when the full
3 &l lorces now hold in absenne oome into play at
at the experisnae will work in Eastern Ohina
Joopaphionlly 1ty aisa wiil be an eoonomie entity
003 and uader nourished by a thin

BaAnYy, are viewinz the pressnt developw
gng ﬂi, potent Ggltlpo leader and
most of the summer in Kukien where
_ Never atrong in either Hunan or
ith keen oconcentration,
88 has 10t yet nhown any out=
ate bub ne has time to consider

Jh' .
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gitting north and next to the disaffeotod areas he has the advantage
of throwing in his su.port if the venture proves asucoessful = or he
oan eloquertly demonstrate his ablding loyulty to the Generalissimo
by thwartirks the movement if separation grows puny. Of all interested

parties Xu :Jau- oooupiaes the moat enviable position becauss he of
them all oen afford to wait,

{ WILFRED J. SMITH
i Lt, Oo0l., AJQ,

TOP SECREi
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mee interview waz , zecorilag to Can uw, 2o erfunctory sg to be ctudisusly insual>
The o1 .ozzls silich had beea irwted ln Tenan were net with 2 counter-pro
Calang wgzested establistment of = Commel., seunl-executlve, seni-ecdwissry,
in wnickh tae Cnmi-L-te together {tz tae .toer wlisrity o rties »3uli be repre-
mented, Whetiver tae Centrzl Government's reel motives may have been, the Com—
waniste belisved that the new Courclil wiul!l be to wvzue in functi-n znd teolimited
in ,omer %5 be 92 2n; value, They regarle: the 2ffer =g 2 ‘evice by which Chiang
intended to ezespe sutiright refusal of the Yenan program, 2 measire by which he
BAXKE okl svold real concesciong without ineurring the silum of shatrueting
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fo Ting-ch'in -n2 Ch'en Li-J1 £z the yaxkmrafx Yinistries of ¥War ond Educstisn,
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American opinisn., Tuaey olinted sut that Ho retzined kis potent sosition in the
Military Council cud tnet Ch'en retalined his party controls. The ann uncement
by the Chmngking radio that negotiatisns with the Communists hei resulted in ap
Bgresment in rineijle” was taken by the Commmniste 28 another inilestion thet
tas Zntrnl Govemment ¥ss more intsrested in allsying American opinion than it
s rssching & settlement, Chou En-lai left Chunking, carrying Chiang's counte
mp_on}, ostensibly to consult with his perty. Actuslly, i’.t mslclgar tgnghou that
: nter-proposal was so unu;':{;;:scmry to the Copmmists th + further negotiations
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8. The.Communiets belleve that ut the prosent tlme they are both politicelly
and militarily 5tl'onger than Chleng Kol Sheke They stste thet they hrve no rivel

colde from the Japsnese in th. ewens North of the LunghoiBReTrs ined Amerlcen obrarvers
who have recently’ returned f'rom Comsuriut vresg Ln Shanss end ilopel = ﬁree thet |
Comumn 8t controll in thoee reglons 1w unepsnd luble, The Communinte olalm strong i
positiona in Klungsu, Mnhul snd the Yangtuie Velleye Thease cloime sre vleo burne oeut \
by Americen 2heeriulve There 1 less oonflrmetlo n for Commw Lol cluims a2 that |
they sre rapldly Bxpanding thelr poaltion south Hof the Lungiinl end Fret of the ‘
Hankow-Canton RRty bul theye 13 no eviience that these claime nre REkX unfounded.

C omsuniste have privately stated thely ballef thot within elx months they will

have effective e‘mtroi of 6ll of Jupenose=occupled Chinuy lunvingx

8, Or the othier hund the Commnintes polnt out thut Chlung Kul-shek has
1ot contrel ofhell territory Enpt of the line Loyung—linnkow--ﬂengyhng-hiuchou—ﬂantgn.
8inzinng they etyte 1u not oyt flimly controlled by the KMT, Vuanan, - Llth Qovernor
Lung Yun, ie on fhe fenco. wnyxunuuxnaxna&zuunuxanﬂiumxrluxxmlxx(
l!xtmkln;x!n}imn SRR XRMDN KR X N TR BB LINAR P RRAURLE 2 The Tlhetan
vorder provincesture pemi=inlapendent, Cllung, theybelieve, hue reul control only
in Lim provir.owluf gzachusn , KwelBhow, snd KKnEws purte of Kensue Even In these
roglione the Comm™ {ete believe that theru ls tmportunt tut ae yel unorgunized oppositicy
to the Centrsl Gjvernment.

10, omesticully, therefore, the Communlcte belleve that Chieng in in
u very wouk .ositlon. They do not belluve, Lowever, thet what they regard as
Chisng's complo unwillingnues to make o gotiloment is baged on mere ptubbornass.
Thay evicently gurd Chisng ss & vory uble preotitioner of power politica, They
& tirilute his firmness and sonfldence to Chieng's reliunce on two jowerful factere:
mx:mmuw;zup;m x:wdqwx Amerdeun gupporty Jupunene support.

views

1, gomuidel SESAMMRNTL A TICLI LU0k oy, Chlsnge The Communinte
ap a4 r to have 0w purtioular disposition to nuuryel with Ameriesn diplematio sup-
port for Chiung, Chlang they aay mcrunagaixudxiyx hug boen recognirzed even by
‘themselves se the Preaident of Chine and na tuuﬁéy ahould bo regerded up auch by
the Apericen Doveymmeat. Nor BeWothe Commuuiets dlsturbed b the pxemsni Americen
policy of meking supparty for themeelven contingent wpon & pukiticnl ngreement with
the "entrsl Goveimment, -although they now glete thut since these negotiations x
have failed, enc sinecs it is ~ 49 them~ apparent thet lhe Central Govemment ia
not going to make & pettlement 1t Ls up to thw United tuten to deolde whether or not
1¢ will nov reocnsider this polioy. The Comnunlele B¥yhoweversmuke no bonos ahout
their belief thuit Americen military vld to Chirng, to the extent that thle ald
is not strictly oontrolled and momd sctuelly uned againnat the Jupanede sonstitutes
dipect interveniton in &« Ohlnoce political struggle walch so things now stend vill
probably eventuhte in renewed oivil war., The Communistp, who huve an axaellent
intelligence sepvica, appewr to have ut the very lenst & gonerel idea of Americen
plens t0 train :nd ecuip & numbaer of Contral Goveinment divislens, In 80 far
as these divisi-ne ere not sotually used aginet the enemy, they sey, = and thelr
belief in Chiung's willingness to use these divipions is not great- Xx
the United Btutss s backing Chiwng in olvil wes, The Communists regerd present
and future American aid to Chisng as onw great factor in his present cefussl to
reach & settleslint,

I 4
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“Chiang's regime, Chiong belleve

‘hie ig‘gﬁvomhtfw;t!x Koigo. The Communisbe heve:
oyen: alone, and wlob the specific regtriotion’

" Hurley, documents which: they olalm eptablieh
oge with Kolsos, ‘ o

rmonnt between Chieng and Koleo,. is, according to'the
LD Jines. At 8 certain stage in tho war the Japenese will move
and ind 1 quijment into glveri oitles. Chisng will have these citlea’procls
. open o;.tj.o_p."rtl‘ Japeneoe oIwy will oppose Communist entry into these cities, 9 y

prisings: in 1% oities. Thoy will: faoilitate the entrance of Centr
e ‘Japen then surrender XEEREXAT/ANNUTRIRREY X, theve

In like ma nner the Jepensge will hold lines

0y canibe taken over Ly .Central Govemment troops and,will asalgy 2n ot L

) £ .ChunkiLg troops along these lines. In this way the Contral Govemment troope

s “inatel’ad -in ae much as possible of the prosent Japaneee ocoupied terrideric

. The Comminiets ;beliove tha b the Japanese will attoupt to got Chunking trpops through

- cman—mmguom@ Cuina. to Manehuria = &n operation which would not be foagible
y

without thoroughgolne Japanese cooperation und trat the Japenese will attempt %0

fiold irnchuria'%&gamat Rugsis until théy»cu‘n' gurrender it to Chunking forsef.
o3 . T I .- v

AnfALE , RN FRRMARX K ;xﬂhxxauamﬂqnmvjnm
xx In leturs £ or thepe favors, 'the ke unie ‘Chisng WALl
od officse in;the interesta of the Jopene ) at, the timo:

o settioment. More Lrpportant, o ¢ he Gopmands

ng sgrees ko make full use of ' Jopunese milite. 2y wnd technical perdonnel
providing & cuver wpder whidch the Continentel Japanese prmles oun mpintel
the nucleus ‘o; en effective generel eteffs ' - e

2B The bdnefits to Chieng. Srom this deal,. in terud of Lmpedinta-ou
ginioment, ‘ﬁ;n;t-rmnaé of Thounesd allitexy pdplotanes in yeud oni
d_bhmm.ﬂiaE%xf(ﬁfwir@}l, nd Ao bew Lof -Japunens npeletance \n the explo
“agoburisn Lnfnstly, o€, rding. to "'t’gk_‘u;zgcagmugim;ba,,vgw alea;
Japunaga Are Leas mmedlobe WX ot nnelynia Lo Tapangae. oti
folloving lined. The Japnnage kno X g the. FAg
inf bhi utmosly {aporience 0 D payvs ‘
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1inca, T‘?ey will make dyery uffert to eontinue to win sympathy and guprort from the fmitgd
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1944 SEP 20 PM 12 26

monf;;@wu FOR Lte Jo W, Auchincloss 085
suaan%? Attached Chinese Reports

. I returt the reports sent me with yowr
memorgndum of £8 September which I referred to the
Current Intelligence 3ta’f., They have examined them
and sdvise me that these reports cannot be intel-
ligoqil digested. They contain no nex intelligence
but wguld be interesting reading tuv anyone versed in
North China affairs. If it is deslred to send them to
Mr. Giase at the State Department, they recommend that
verbetim copies be sent,

John 8, venport , III

v o, - - .
2osrarers st BN 0l 08N e Iy

X ey
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Ot% the attached Stelle reports
about |:r:h:l.ch you inquired Mrs. Griggs
says on'a.y the top two gr'o appro-
priate :?or the Btate Department,
that she forwarded them all to you
for your information.
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X hap  Thpg-Tuny

28 September 1944

Grese Tally
?ilﬂ;%“vnie‘

m Grese:

. % think the President might be intevested
in ihe sttuched report on Chinese Comsmmishe. H1
m ses that it resches the Presidentts desk?

£inoerely,
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28 September 1944

UEMORANDUM FOR TRE PRES1DENT

1 believe that you may find of interest the fol-
dowing report on the Chinesce Communiste. The information
sae obtained from certsin of our repreeentotives who are
no¥ with the Communizstss

The Communist force. mre compoged of regular
forcec, militia and guerrilies. The regular forces are
organized into the 18th Sroup Army o1 321,300 men and the
pew 4th Army of 154,300 men. fhe militis is Tobably in
excess of 2,000,000,

cince 1942 there hus been Little difference be-
tween reguler troops and guerrillas. Eoth now receive
orders ihrough a regular ch.oin of comminu tnd are sup-
plied through the regular rupply de,artment, Guer-
riliae usually operate in ‘1lain clothes in fixed areas

whils pegulars often move from one area to another

and jenerally wear uniform. The equipment and train-
ing of the latter ie usually alightly better. In addi-

tion to combat, the militia cerfore many ather duties,

siuch g scting as guides, cerrying wounded, transporting
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eparsting varies videly.
penetrs wost only &
aress, inte whish the Japenese 0aR 7 te st R
‘ ines & yesr vhen they organize operations oa & °¥ um;
ow 2 ories o
‘: t o Commist ¢ Vernment fumctions openly and faclorie X
| > setory squipment i2 nidden if the Japenese .
| sre aparsted, T8 \

{n waich they are

oo e i
Ypor 0w T

: . In
Mrro wsually operale saly at night M in plain ;u:: B
ohony territery Communist aotivity is 1imited to : .
ageats ed wderoover orgahisers, raids " £

. m-mmn sone aress in vhich the Bav At Arny is eperating §

!_ theve are B0 veally stable besds.

g
2
.;5:«_\_ ¥
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qusrters inave an artilisry wnit sttsched, The supply of
gronsdes 18 falrly anple, wt thers {s & serious shortage of
amunition, The best squipped troops hwve ehly about 40
younds per sen and from 150 to 200 rounds per 1ight sashine
g=  In Ahe militin hend grencdes and lend sines are the
most Lsportant weagons snd old nuskets snd hunting puns are

conmonly used, All arss end anmeoaition are sede lecally or
cactured from the Japsnese, None are pupplied by the Hetionsl
Gevernment, It iz becoming increseingly airficult to capture
vanpons frem the Japaness, although Bose &re rtdl) belrg
oa tured from puppel troeps, Grensdes snd gronsds dinchargers
are aanufactured in coasidercble cusntities, Home rifle
ssamition em bé nonufactured but the quantity {» saall ond
the oest 48 very high, In early 1943 thz oost of nanufactur
one rifle oartridgs »eo shout 310,00 CNC,

The ration varies in difforent nrens, In the Shanais
Chahar-depel Arves the standard ration le 22 ovaoes of nillet
ser day, plus vegetubles, salt, snd oll, and sbout 24 poumds
+f sest per moRth, Rationing and socounting are yegularly
disoussed at weetings of ench vait, Peowlation by offieers JEUEE
s seversly junisbed, Tor heslth of the troops ia not parti- 00
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®ularly meod, due to lack of protein snd fats and to poor
mhm Troeps are usually able, bevever, to march 25 to 30
niles & day ever rough mountain terrain, owrrying a1 "Wuipe
dat, witheut lesing more than o fo men,

Gfficers of the rank of colonel und above sre usually
old Red Army nem, Officers belew the rekk of volenvl are
wseally promoted from the raaks after instruction in officers

'Ianlf in gemsral is very high, The troops know what
they are fighting fer and even in the dark daye of 1942 there
wer no lesk of confidwroe in the 7inal vietory of the Alltes,
The Japatese have bebaved 40 Bevagely that they .re deeply
hated. Diseipiine in saranticls s good, and orders AYQ
oarried sut aven to death, Poyular support of the armed foroes
is extremaly 2001, In the guerrilla ayony the exirtencs of
the ﬂxhtﬁu wnita deponds uson the vhole-hearted gupport of
the people an¢ this i usvelly wiven,

¥illiem J, Donovan
DMrectoyr

ORET

R .

>
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Premt | N 7, Allmew
“‘J“?l Nauries Yotow

Nouries VYetaw 1s an mpleyes &f the Chinese Hiniatry of infepmasion,

s
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NEADRUARTERS
088 ODI THEATER
APO 027

20 Augush 1944

b jeed) : Mauriee Yotaw's Inverview with Mao Tsetung, 10 July, 1044
Te ' Ohief 8.1, Braneh, 088, Weshingten, DeCe

Please find herewith in duplieate the above subjest material,

Sourees é!m.n -8 Rokers 3, Hall,
Reting) :Unrated 4 ROBERT B, HALL,

Colonel, AUS.,
TA/OK0=id ppIe, 088, OBIe
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, Inverview of Vas Tse~-tung with Ijl& %. 16,1044

i
:

1, Quedtioms Wast is the present relation of the Chinese Communish Parsy %0 the Russe
Lt Oomwmniets Paryy?

Meo vaid that Shere has beon %o somneetion detween the Cemmunist Party
. B.8.Re she pass or new, In the
e Shin 4s no lemg=
or STWe. Commumist parties ¢f
othor oomtriss, ‘There is ene oxesption. The Joader of She Cemmunish Part of Jpe
a is in Yonem werising with us, Wb there is md has not been sy sounestion with the
Jopanese Commmist; Parky in Jopan 1%e0lf,

8, Questiems Do you $hink 1% is wise Yo retaia the use of She hammer sad siekle ia
descrations, en pias, edges, seheol ernbends md the like, giving rice %o belief of
cennostion botwesn She Chinese md Russim Camsuniste? Alwo why the wse of the five
peinted star instesd of the Swelve peinted
Koo saids There has been B0 OF
seme ecuraiss have wsed 4% in varieus descrations
she 18 peinted star 1o used, in both the national banner
flag has the hemmer ad She siekle. Wo are mot eone quote
yub of the nation o a whols, W sdopt She poliey of asoephing eritienl
- wo iuhorit thas whieh is good md refect shat whieh 1s dad
milisarily, pelitiealldy, esomanically, ed sultwrally. This
eopt thes whieh would be haraful %o
Dearwinism; the demooraoy oxemplified by
ophy of Pramce) the materisliem of Plelds \
bash, Marxiss frea dermmy W he. oven ehosen Shat whieh
40 goeod in Jpmmese pulbure. In & word, we aseept saything .<om shroad that emn be
good for and weeliul to Ohina, W refess thw bad Shings, such as faseism, Buch Shings
a8 the type of Comwmiom prootised in Russia are mot te be adoped in Ohina, fer %
China mre not ripe. Oomditions sre not present for the intreduction of
» {oal snd methods from abrosd in o orisical way. In
esse there is semathing geed w do net refuse %o accept 1t in order to aveid belng
suspocted. Frem,\e demoeratie and soelal parties we ean got o Solenee Xnows
20 bewnderies. i‘oh for oxample International Women's Day and She S<howr working doy
erigirated in the United 8. tes, The name Coamunist Party did mot originate in Ruseiee
The nams they used years agé was Seeial Demoerats, There is & comminist party in Iade
lend, Promee and: Germeny) shere weas & big somwmish novement in the 10%h Century. ™he
Cammmist Mmiferto was develeped by Marx mad Mgels, md the Russim
Sook the name musk later ia poins of years. The Russisas did not originabe the heme=
mor sad sickle, Sut loarsed i%s use from ebread, 1% eriginated in 1048 in Frames, De=
ing veed by S Poris Commune Shen. As far as the red banner is concerned., T0O years
oge O Yuameohsng, in lesding o revelution against the Yum dynanty ealled his wrmy
$he Nod Benner Arwy. Modern eoeperatives originated in Maglmd. If, however, Wo M=
shanisally teke ‘ever dhings here in Shemni the result may not% je goods In Chinese
seeloty there i o tradition for labor exshange. The peeple have o traditiom ef o%e
Lebor With essh other, When W reforn the prastices of the fermers wmd o
eld ferm, whieh is retained, such things are weleamed by the pomsents,
SOWMe YOArS g0 WO gave big foreign pleys. The peeple dide
wderstend them. B0 now we are using the native Yang
as in the form of folk dwnce and ia the inelusien of
e like it sad enjey 4%, In She f1eld of phileses
we learn from abroad, Om the other hand in
Jepanese movement of self=defonce wo use our
native esinom sad mines, More thm 1,000,000
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by one Eradually,
from three 8ides, Pirety not o

full explenations in & pr
owr work,

one
fow outsd

de, seoond;
9Per way to our fry

onds and third;
Question; 1, sont emissaries to Yenan within the
Toar and a half 4o got the ¢ omunist Party to oooperate wigh hin?
™ rumer way oiroulated bot) in Jepmnese 980upied territories Md in the g
rear(Communigt torm for Free Ching) Chingwwe
dor Regien. ™is rumer
e slamders ang ol
lor or the &oas rogr,
Mower sgugh olanders direosly,
Wth regud o other sindler slande
houses and have sndangered the Ration, we take

I8 there o residens
A%ive be weloamed?
Sang has no Party, in Yenan, The Mili.
soiom hey would weloome o sSanding rep.
Kuomin ho, the onse there oould be
mtast Dotwoen Rever asked to have o
ropresentative here,
8¢  Questiem; Gan
by the Natioma] Gover

Fepresentative

original ares decignated
ien in

North Shensi
the originel des.

ot merely 11 haien, Mine
ot agree this a0 the Regotiations
distrio, belonging 4o
by uilitary foree, Up +o the
p recoguition, nor has 1t
: ave
- pr bor

said

In the present Regotiations

ask the
of the five “yien but

;::l. d:.d not or re

! do wan 0 take Bore of our
heden, Chairman Liy Our proposals h:y been Moepted,
Mt the Oh.eh‘ Mther $ to o the Popularly eleeteqd demoerate
1o governmen in the onemy's ro Other pr 111 wnder diveussien, 4o Shore
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T wlo
1]
has Doom no definite result er oomolusion of the negotiations,

Question: Kuomintang leaders have frequently said, privavely, shat wherever the
10%h Group Army g ds the politieal workers sooompenying the Army unit or wits push
ot the Central Govermment Administration and install s sovietised form of governe

ond that she Beslaratien of she Communist Parsy in September, 1937 shat the pol=
foy of Commmint p?pu-u would be disoontinued(that is in sreas other thew the
dosignated herder Fagien) has not deen lived up te. Will you please comment om $his
repors, 3

Communist propsgenda mnd politieal werk are douigned %o raise the fighving morale
of She army,Ve scncolidate relations hetween officers md rank nd file, and to eome
selidate relations between the army and the pecple in order to guarantee vietory in
the mti-Jepanese var, The Fight Reute Army and the New Pourth Army have three tasks.
Pirat So £ight agalsist the Jepmmese inveders; seecond %o arry on productive sotivities;
third to earry e» mass work mmong the people. The purpose of politieal work in the
army 10 to guaranteé fulfilaent of these three tesks. A8 to our Govermment, it ip
ot enly not Soviet :im meame But also mot in faot. 7his hes been trus since 19037, The
statemont that in the September 1V37 manifesto we ssid we would give up the propagan~
da od aetive prestice. Wo never said it. There is & elear distinotion between pro=
Pegmnda and aotive prastice. Since the comditioas in China are not right w don's
prassice Commmiom, Dus that doesn's mean that we give up commumnintie propagands. The
time is mot yet ripe,

In spite of what I have said above we have not, in feet, earried on mush Prope~
gomda, As for oemfiseation of the property ef the bourgeiosis, giving to him that
hasn's end Saking from him that hes, we have mot dome thut simoe the 1937 decleratiem,
You ean oboerve our propagmmds from ewr RewWSpIpers, from our deelaratioms, in owr
ssheole. That is coumter S0 the fight against Jepm, to the improvement of the livee
1ihood of he peepls, to Shese we are oppoted, In ome word, the maim rurpose of the
Chinese Cammunies Party is o Light against the Jepanese i~vaders, %o fight for deme
serasy; these twe things eesupy the greater pars of our propagenda, If a small part
10 eseupied in sprecding Commmiem, that is the eccnmunist oonception of a world view
peint, Dikleetie materialism is propagated as method or epyle of work, This does
ROt momn mn advesany of Communism or Sesialiste systems at the present time. PFor ine
stance at the party senferense of the Border Regiom held in Mey 1937 the deoisions of
the sonference eemts e or Swo sentenees steting Shut the evolution of sow
slety would wmsimately result in o soslalish eystem but that in Ohina Yoday there
Vs 0o situation favorable for either ecmmunism or sooialimm, Out of all the state
ments that emme from shat oonference, that is all that was said sbout sommuniiem. That
is me ressm wo don't give Vp our neme - Cammunist Party of Ohina. Judging from the
polisy being sarried out by the party as present and Sudging from the polioy to be
oontinued for a loug time to oome, it might be more apt to osll the party a demcorasie
pardy, But, beocsuse of our method or otyle of work, because our world oonoception is
Marxist emd beonuse $he result of evolution of hummn history will oventually result
in the realisesion of Cominism, we de not absndom or §ive up the name Communist Party,

To Question: What do you think will be the future ferm of the British md Mmeriesn
devermments ! .

I will not deal: with smy questions Soday eoncerning foreign'oowntries. I'd rathe
or deal with questioss relating %o Chima. In China there Area number of pesple whe
bolisve Shat Ohina sfter namy years will develep a Chinese sceiety amd Shat the evo
lution will take the ‘sourse ef sosialim, Dr, Swn Yatesen entertained this idea,
"Comvuiom 12 the good friemd of the San Min Chu 1" said Dr, Bun, Again he said "Jome
it ideelegy is St prineiple of people'a liveliheod. The prineiple of pecple'a
1iveliheed 1s She prystice of commmism in Chine Seday, The eoneept of cemmunism was
in existense in meient Ching, Cenfueive in Li Ohi advemeed his sheory of Ta Tumg.

There are we s%ages; & repudblie amd later o oomuniat sesioty, Secialism was adve
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' who
" oated by 8¢, Sinen in Unglend snd Pourier in Prenes. Memy pecple in Anoriea held that
Lineeln aloo hold seme ideas of sewmuniom. "All people wishin the four seas are Mrothe
ore” whioh 1s also » ooneept of Marxiem, Jesus doetrines hold Ry grains of eommune
ietie thoughs, Pary of She Y.M.0.4, sdvoostes primoipies of sommmim z3d are willing
So socperate with communism. Part of She name of Flandin's Redioal Seeinlists is see
olalist, The Baglish have all sorss of sosialist groupss Dabdakisy Labor Party mad the
like, Nven Hisler salls his party "Natienal Seoialist Party." Because the nasses like
such & eonsept Hislor eheass Shem by giving sueh & neme %0 his party, Olass sruggle
ond olass eolladorazion are Salked of by Comwnists, In the queation of elass sty
§leo when the werkers emnot breathe any more under the oppression of oapitaliste,
Shoy must resiet in some way, oreed to resist when their 0.
prossion moans Shat.they de nos have onough for life, Workers sad poasants under upe
boarable eenditions will resiasd oppression, Today, however, our resistanes of epprese
slen 10 euly against Jepmmese aggression. Wo eall on Pessants in odoupied parts Yoday
S0 eppese the Japancse and traiters. In ati-Japanese Serritery, Communist or Xuenine
Seng wo do uot advecate otrikes of workers or nenpayment of Saxes or reat,
™ enly eal) on scefety %o propose to &t living conditions of workers
md possants be improved, % the polioy of redustios of
Saxes, reduetion of rent and re &8 well as payment of rent and lne
Serest se that all ¢laar s, pensants and lmadlords osn unite instead of fighting eaoh
other. Wo advevase ‘0oop ration and unity ia very respeoct; eooperation between alass.
0, parties, differsat mational groups in Ohina end oocoperation between the different
soumtries in the international fielu, Some struggles have been earried on becsuss we
heve boon foreed so de g0 but they have been defonaive in oharseter. The ul¥imate pure
™ have oarried on any sueh struggle
way sad kept to the You emn see for yourself the relatione.
ohip of the differeny elasses in the Borcer Region, ‘hey are all for wity. This is
alee trwe sonserning:all elassen of people in she other mti-Japanese bases, Bhould
he pessmnts sonfiseise lend the landlerds would 80 %0 some ares osoupied by the Jap-
oo, obtain assistuwnee and later TeWWrm %0 the villege to attask them. The peas.
mbtowmderstand shas confiseation of land o Rornful $o their owm interests, The Oomm
40 %0 persuade the peasants not to oonfiseate the land of the
mninl et Party sherefore persuades both sides, the landlords and the
Pessents; perovades the lendlords %0 rédwes rent and interest in order to benefit the
peaseats %o guarentae: paynentof reat and interest so that the landlords can eontinue
$o have the wherewithal %o live,
Day defere yesterday at a meeting of the Government Committes, Heiso Chingekuang,
Renver of the eommittse and viee owmmder of the joint garrism headquarters, made
& report. Simes July, 1943 when domdisions around she Rorder region beoame tense, wp
to She presens, Shere have beon no large senle attmoks by the Kuomintang troops bus
Shore have boeny smtinuous sots of disrupsion and disturbances on the parts of the Xuew
nintang Sroops in oharge of the blookude againat she border region, Prom Jmuar, 1044
%o April 1944 shere ware 73 auoh ensen of ma average of two every $hr
G 800 Share are quitsy a Aumber of people outeide the Border Region
advosating parsy strite sad olass sbruggie, The Communist Party har
Foever of everthrowing she rule of the Kuomintaag, I have oXplained to the Chinese
sarrespondents that we Y ho Kuomintang Party would
Owr wish {5 & true wish,
ad the masion as o whale, For imstances I
aaked them Yo snswer 1£ she & gives the people demooraoy or if i% gives o
naoh freedom of apsech ax 1o ®m newspapers. I said that if freedom of
p3ech were allowed She Hein Hus Rrh Pao oould inorease its present oiroylation tenfola,
frem 10,000 4o 100,000, Whiech 13 more benefioial = for the Xuamintengi.te, remain re=
guun or for 4% %o go forward? The Chinese oorrespondents thought there was mwoh
Wtk in this ova 8 of Whings that were benefioial,
if v wanted o evertarew $he Xuemintang we would have to oarry on a oivil war,

’ 01-6
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e do not 1ike this idea and sllied frédénds would mot like it either. W fought e
geinet ench other for ten years, following whioh w have resisted the Jupanese for
sovea yoars, It will take wme o Swo more years to finish the Japanese war. If afber
all theee years it would atill be wecessary to ecarry on a elvil wer, would it met be
So0 tiring for all of ua?t A eivil war would be harmful %o China. If China sdvesates
domasrasy and progresses far onough Ve solve owr preblens in a pesceful way, all %o
L) ‘“‘o

8. Questions Wnat is e attitude of she Chinese Communist Party toward Ohristiane
18y? Wewld foreign aisaionaries be free and welooms %o work in she Border Regiom?

W tale the same attitude Soward all religions and take the sams attitude dowerd
pesple who have religious beliefs or have no religious beliefs. All have freedom une
dor the gemeral poliey of fighting againat Jepmn and for demoorscy. For exsmple the
Chinese Moslems within the last fow years have established a mosque in Yenan, There
16 o Neslem em the OGovermment Comittes., The O%h keute Army has mayy & Moslen detaohe
woat, ospesially in Contral Hepei. Wish regard to Protestants and Oatholios, if shey
oems Shey are all entirely wloems. In North China tshere are 1,800,000 Catholios.
Pars of them are in Jepenese esoupied territories and pars are in our torritery. L]
protect these religious people and the grest majority of them are fighting with us e~
gelnet $ho Jwpanese aggresncrs, (nly & small part of these religious people work with
the Jopanese. In Pelping, Tientsin end Tainan our newspaper, manifeatos, dowuments,
md progran of reaistance eontain nothing sgainat religion or nothing againat the ree
ligiena of the demoorasies. Mmong eur party membars are oortain comrades who don't
Xnow how t0 respest the oustoms of religious people. Por oxemple the Moalem's don't
oat perk, Critieimm of Shis has Doen reetified and our eomrades know not to oritie
oise this Moslem eustam.

Question}
9, Dees Chairman Mes envisage the large bPusiness and industrial interest im large
eities sush as Shamgkal, Whan, Tientein, ete., being willing to adopt the prinoiples
of M" e md industrial development as abt present they are practieed in the Norder
Rogion?

We have undertaken some work in swoh hig oisiea as Peiping, Tientsin, Shanghal
md Kenkow, In Shose pleaces mershants are supporting our mti~Japenese policy, @3
for o fow pre=Japanase olements ia the large oitien. In the Border Region we have
adepted a system whereby part of the industrial effert is run by the Government by the
growter pers is eperated by private capital, especially in factories, of the 33,000
pik of eloth a (pih 10 108 foot, 3 feed, & inches wide made in the Border Regiom,
ealy 10,000 is mamufeetured by the Goverument, aad She rest by the people. Our ine
dustry may bo divided into Shree parts; ome part is eperated by the govermment) ae
nether part by grtu\o irdividuala; end a third pars by peassnis either in the form eof
dmeotie hemdie)afts or in ecoperatives, Decsuse of the rural eonditions prevailing
in She Derder :z;tu. big eapitalista are very few, although there are many exsmples
of small privasy imduetry or capital, In She big eities there will paturally be dife
foreat emditions, In the firat plese, there will be govermment=owned entorprisess
seesndly, there will be the big private ceoncmiats, and shirdly there will be peasmnt
enterprises. I eitien there em bo found quite large private ospital. W weloome
the dovelepuent ead growsh of private oapital. Our demsnds to the Xuominbeng ine
slude sweh & prapesal--to weloome ospitalistio investment, Weo have beem hoping Shat
:::'l:xlt-; would relax ite present government oontrel so that private eapital ean

10, Questiem: : Dees the Commmisd Party plaa %o retain control of the Border regiem
after the wor ia ever? What is your opinion of She Drals Coastitutiom of 10307
w-munf ormy %o become pars of the whole natiomal arny under the comaand of
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She KiliSary Affairs Oemmineion of the Nasional Governmens. We wish the govermmentss
in She mnticJapanese bases S0 W recognised by the Nasicnal Governmens as leeal gove
oranente wader i%. Wo wish that the govermment apparatus in the great rear will be
0leeted by the people, froem She bottem %o the S0pe Wo need first of all to eonvene
She Natieual Oougress, BSome parss of the Draft Coastitusion of 1034 are good, Wt
Aene are net good. It i Mot a queasion fo words or passagun. (reat Britain has ne
writton eonatitusion. In Ohina, when the Republie was firat established we had the
Yuoh Pa but 1% was not earried out in practiee,

10, Question: Are you in favor of mulbieparty rule in Ohina?

The Oommunist Parsy delieves in milbieparty rule, It ia willing snd waxious %o
partieipate in the Nasional Comgresn. At thas Oongress we should be udble %0 shange
oeme of the arvieles in the Oonstisution. I osnnet Aay that all the modes of exe
pression ia shese artieles are adequate., But I eonsider ¢ BeseasAry $o point out the
ssdhousness of $he present situation.

Ao Queations Are the reperts in the Liberation Daily and the Heun Hus News Agenoy
oiriviel ing the National army and sonditions in Pree China eonaistent with the Oome
mmios Plrsy peliey for he overshrowing of Japanese Imperialism snd $he bullding of
@ independent demoeratvie Ohina? Oranted that Such statements are adourase are they
ondusive so botter CemmunisteKuomintang eooperation md succensful prosecusion of
the war? Is erisieism of She Chinese Comminist parsy fromed upon?

01000 you have not been here long you are perhaps nos used to our eritioism of
Shings, Wo eematamtly orisieise ewrsleves. If wo find exisving phenomens of strais
motheds Yo change thewm, Por oXample, 1ast Mareh and April we held a eonference of
She highor aadres in the Jorder Region, Tan Cheng reporved on cersain imatances of
1eolation of Army officerecfim Shé seldiers snd of ¥he urmy from she people. His
fongthy repers wes priased in paphles gorm. Kere is & oopy whieh You sen have wramae
1a%ed at lefowre to give you an idea of the Wpe of oritieism we enmoourage. W don's
oritieisn all day or all %he Sims. When orisielams wre made they must hage & valid
S0M80 or ressea, Befere July of 1043 shere was o long period during whioh we withe
hMld our eritieiom., In Shat peried Shere was no oriticism of the oharaster you have
nontioned, beeause we sineerely hoped that relations between the Yo purties would
b imgreved. Thea smme the July ineident and we therefore had quite extensive oritie
tim during Jly, Auguss snd September. During theme tiree months there wus quite
oxtreoms erisie Septomber 1aat year the Kuemintang 1lth

hat the question of differences with the Comuniat Party
Should be settled by politienl mems., Frem that time undil May of this year we rew
frained from eritieleing vhe Kuominteng aushority. The Oritieiam we have besn uttere
ing reeently is beocauss of the following: Pirat she offensive of the eneny and the
008 Shat owr army did not fighh woll, This is o very serious question. Though the
Kuemintang did ot say 16, the people inaide recognined the seriousasss of the situm
Vien and know that the Japanese wur as o whole was ondangered, #Seesondly $he erivie
eioms expressed ia Washington end London were mueh sharper than our eriticism, Por
oxemple they pointed out that shere was danger of Ohiua's whepping her resistance hee
ouse of the Japmnene effensive. Thay spoke of the deager of the collapae of the Nae
Sienal Govermmens. e lesn of Nengymag will result in an wndue prolongation of the
MaticJoapanese war Both in China mad the Pssifie for 4wo or ¥hree yeara more. Such
profrastion weuld moan the sserifies of more lives on he purt of the United Niaves,
Wo have net said Vhmse things as yet in our artioles, yotu Shey have been aaid in Ae
meriees newspspoers and also ‘n Iritish, Alse In mewspapers in the groat rewr there
have boon striet mnd oharp eritieisms and we have printed pasnages in editorials from
sweh pmers. T™e Yieman Daily said "The armies om the main front are retreating every
day, ealy the guerrilla armies in She resr are giviag blows to the Japmnese." The
Chongtu Bua Kol Jih Pus waid "There is an unpresedented arisis in e polisieoal i
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Sitvation, 8081 Shus she xucn-innu

ainet she Communing Pardy, ean 14 neS? The
ly rumors o $he offeot that the Oommuninty
in areen, o4 Shey indluge in Mbieoommunigt prop
Chungleing sharged She Oemuniad Party with hay ng
Japaneae, Y Al8e sald shay gne Sovies tmien had dome the
Moy said, the JApnaese were able to dlspateh treops te laungl
In oeparing the W&y they have beay A¥Uasking us, 1 should ,

YO ewnaider the thiet recctionaries in Ohungicing ¢
o say whe ip blmang WRItYy oher then saying shat shere in o
ing the A 1% 19 bettier ot 40 mene
boliove foreigners in China kg w them,

A1 What do you Shink wouig bring abeus o detter Fighting spir iy on the
PAFS of the Nationn) Governmeny Sroepe?
W should review She histery of Kuemintang morale, In She poiinieal arena of
Ohime Whis hoy boon a hoy estion for thy 109 B0 yoars. Thers Are many foreign friends
40 net yoy understand whay Shin 10 the key. The Koy problem i, the rolnﬂmnhip
Oommun st Mg parties, ror Nore shan 80 years Shis ulnﬂnthlj
m“lM@ i Souperation or foparation of these o parties hag
key g : %0 the whole Chineue mituasion, During she pass 53
yoars Ohina hién: gone Shree stiages, t same the Norshern $xpedition, then
e the eivi) ver, et o1 £iret porioed there way
00peration betwoen the ‘
the Nerthorn *ppedition,
Sion, nutulrp 1
g the

Sxprdision, [ Ut the Onme
mmiet Paryy frimy the P and pwrtieipation, On
April 18, 198y $he tr begen and the oxelusion of the Cege

b0 Parey friw parsy otherr affay the p the edvil wyr bogan,
4 {1ismry oxpedisiony
i ivionl work in $he
Abange are | Shess armies, In 1007 eome
She roatoration Metionl applieatien wa
oo oonditions Shroughous
work was pers
Whe sarried on
ople end th:tr
the Mihan o ios
80, 1000 w4 They ahifted whe ape
Sholr magy fores 4o i0% arnies, They adapted the taotion of entieee
Mrrendey Shely

E e l’o-‘ ®poal o e Kuomintange, The Kuominteng authoritiey
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alloged Shas the Commmist Perty imtended %o surrender o Japsm bus ¥he Japmnese
nover published anything about She Communiste Shinking this, knowing that the Come
mmist Perty would never de snyshing of the kind, But ageinst the Kuominteng they
sode o emstent atiemps te earry om entieing propagmnda sbout swrender. The Japane
ose openly deviared that the Commmist Party was their main enemy. Then in the Fifth
Plenary Sessien of the Xuominteng in 1939 a resolution wes passed to ourd the Come
mmist partye. Binoe shen there has arisen m mbi-Comunist atmosphere, eliminate
ing the work of ecordinstion in 1937-38, Not only the Communist Perty buts the peoe
ple o8 Wil have fesed oppressien and suppression. In the army oducation in mation=
alisn wes reduced %o a very small amount; education for Demooracy was reduced %o
nought. Net enly this but there has beea a great smount of anti-Commmist education
in the army. As a result somditions have worsened) relations between officers snd
men snd botween the army smd the people have deterierated. Therefore in order to
ehange the sitwation we must go to the root of the trouble. It is necsesary for She
Iweninteng o wnderteke ehanges in its general or fundemental policy. It is necess~»
ory to adopt a policy of unity in the fields of politios and sconomic s and with the
people, IS emly this situation develops then the ailitary situation will change,
This is the omly possible way. I simocerely hope you mnd all other friends desirous
Jf holping the Chimese penple will help the Kuomintang %o realise the new situation
o8 wo have been heping. his is the way in whioch I lack ou this problem, Ml 1
have said has been in order to help you understead the problem. Our hopes sre on
the banis of wmity end demoorasy.

14, Questiex: Dees the Communist Party comsider Chisn XKaieshek %o be precident of
China?

Nsturally the Gemeralissimo will be President of China, We have and will cone
Siaue te stiek to our promises. Pirst, mot to overthrow the Kuomintenge, second, not
%o scnfiseate lemd, and third our govermment as demcoratically elected will be lodel
governmonts wnder the Natiomal Government; fourth, our srmy as part of the Natiomal
Army will be under the Military Affairs Comission. W woulili welcome e Ameriosn
nicsicn So’prasties cooperation in the military field and %o understend our politie
eal cooperation. snd eocoperation in the economic field.
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row . Genl, Donovan

You may be interested,

J
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: ; This 614 Chine Xand question is & PBogey that !
iul ¥elaeed Wy & fov miaguided Americans, vather than by the
m-ﬁa»mm:m. This 1i031e group has appeinted Lteedf 4o
ugo ? Fer Tash fyom the*Wisked Amoisan Expleiters? Thewe
- M Ameriean former Fenidents in the Far Basy whrm nedsher |
¥ho Aneyitens nor she Ohimese weuwld want bask, These Mlmuﬂ
huoww GFe ROt very nmumsrous and a¥e astually better lmewn
%0 $hs . 004 Ohine Nands im, m aFe Yo the Evarry eyed Amerisan
Mm resewers whe Bave reisel Vhis bogey.
. rL ) mmwnmu from Ohins and naively rt.ved
1 . é‘ besevalipsife had teswed an erder hat 01d China
Aa Yore net W uhh ¥o Ohina, This rather undevestinctss
amm o m Gensrvalisuime, He s 400 aninte o
, ~' Mi}om %" tm uph an order even if he fels that way,
* wikikine doem wa¥y 1 6ve bosn ansured by high renking and
s m m#-omn offisiels that ne sush exder was
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Septamber i3, 1944

sudjeet? U, He Press
Meforense: Kipers No. 58 1390

Olmangk siried O, Lo Nuls, Direster
M?u Yow York, to discemtimue
 woekly summary of Chinese nows &
fem yress, JNo reasem for the
wrried af the mement
ve boen getting in Amerloa,
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September 14, 1044

hbjnt:h iu Ohinese hbohuhlpg

1 ef
Dean Aekemman of the Golumbia Bcheo
umx— has acked Dr. Nsllingben 'huh ‘lw
Minis Ser of woruu whether he et
the avarding of ¢ Munhipt of R L1 Ryt
twe luotthom ing § ulothnrx’.x m
be study in this esuntry for one ynﬁ beginn :"fu‘.t .
September 88, 1944, The students would be amo nte
by Tetige
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Mubidets Jelm Davies

L}
Tl

R A Chizess 1a Washinghen whe is very pre-
bllrﬁ“ amd quite frenk dﬁm:qtls the mlel e?
I (anagking Soysvmimnt said lest week thas he in
e B oy .
u'She State Department to werk -ﬁ; Generdl Stilwell.
i The Chiness in qiestien gave the impression
t'he has Nad soveral hasrt Vo nesre Salks wiEn
Min;‘gu said that Wye"didn't want. to semy 1;1.:
and 3isten $o his muti-Chinese salk, Sure, thé poiision
situokien in Ch is _preSsy bal I think Davi:u
has ) porspeative,”
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CHINESE SUPPLY COMMISSION A n ot B
2311 MASSACHUSETTS AVENUE, N, W, ‘

p .I
WASHINGTON 8. D, C. '

Sentomber 1Y, 1944

M1, Curiee 8, Cuoston
Ortice of dlrete te dervicog
fuahin ton, L Ce

o Ur, Cueetong

i Tie will senowloden rocaipt of your lottor of
L& renber 11th ia whieh youn elute thai your offics 1s
déed rous of obtkinin, eome Jupenose motlon plctures,

1 wove the plengure of inforuing yonu that vo aove
&iroud; comminiguted Lhe contents of yorr lettur Lo Lhe
proper euthnrities of Li.a Chinege Govurmmnts, 11ou raceipt
0f B renly frow them we ghall |, ludly get in touch with you.

Very truly yg,

36 i
siaAnovo Suply Counead:
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14 September 1944

chinaaé Supply Commissionm
2311 Kexxachusetts Avenue, N.W,

kashington, D. C.
: Attention: Motion Plecture Committes
Gentlemen:

The Office of Strategic Services would like to
obtain such recent Japanese Motion picture material
As may be available., Information oontained in this
aterial is of great vslue to us and to other agencies
of the American Govermment.

Anj assistance that the Chinese Supply Commisaion
can furiish in conneotion with the procurement of
Japanese films will be bighly appreciated. ve will,
of courss, pay expensges involvsd in Purchase or trans-
portation of the f1ilm and in the event that your
representatives wish to discuss further details, they
nay contast Mr. Rovert B, Kenikow, Chlef, Procurement
Section,: Presentation Eranch, who will be in charge of
the projast for us,

Sinoarely,

Charles 3. Cheston
Aoting Direstor

: -y -

. ‘ .
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DEPARTMENT OF STATE
WASHINGTON

October 10, 1944

=

v’

Myédear General Donovan:

3 The receipt is acknowledged with thanks of your
letter of September 26, 1944 with which you enclosed
a copy of a summary of a report entitled "Recent
Evénts and Trends ir China®.

. The report has been read with interest by various
offiicers of the Department who are concerned with the
matters discussed in the report and we appreciate
very much your courtesy in making a copy of the report
avgllable to us.

: Sincerely yours, o

For~§he Sec

Joseph C. Grew
‘ I Director
Office of Far Eastern Affalrs

Brigadler Generul William J. Donovan,

i Director, Office of Strategic Services,

Twenty-fifth and E. Streets, N.W.,
Washington, D. C.

PP EY IV IV RV

S CERRRER TEAWE DAl

v
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28 Saptember 1044

.o

;:/r. 4 “((Ef hoe

The Hemorable
Cordell Hull
Becretary of State
Washington, D, C.

Dear llr. Seoretary:

1 sncloss a sopy of a »
"Reeent jivents and Trends 1::‘?1::::'?3 A repors entitled

T™he repert is dated 17 August 1944, and
forvarded by our representative in Ohh:. vh:h:o'::ooﬂbod

$he euthor as "an umieually well info
o . wmed and g
Jaliakls ebserver®, I hope that it will ve of interess

Sineerely yours,

William . Donoven
Director

ﬁmlnuéo
JuA/ph |

e Ty
bt

?
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would oeme to an understanding with the Conmmists in Northern
China, Busrisa suppert of the Comsuniste would streagthen them
sl proveki the danger of eivil war,
It u‘émmum essentisl for the government to come

to terns with Museis and with the Chincsc Communiste, The
latter mnn asking terms for such a settlement fur in
exsess of that thay heve demended in the past. Their militery
_ domsads inlede supplies for sixtest divisions, recognition

f of other sdditional troops, 1ifting of the blockede, end &
R share in d?l arns furnished to the centrsl government by

} allied oo-:ftz’ioa. Their politicsl demands include freedom of

x speseh, offﬁu press, snd of the individusl; legslivation of a1l
pelitieal parties; esrly institution of democrecy; and the
recogition of local self-governsents vehind the lines. The |
last denand is s0 sweeping that the government cowld hardly
grat it wed survive, and the suthor of the report does not
Wolieve theie 1s uny element in the present regime which would
cemosde this point. His epinion is thet the Cowwmniste would
net insist o the ressgnition of local self-government if the
present m-mua were reformed, and that the eentral
government oin Tessh ® sgremment with ihe Commemists if, but

Biés & therough reorgsnication Zirst, He

M ' ¢ A
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believes thét such & purge ia unlikely, but that 1f it ahould
take plece, there would be & rebirth of the Chinese war effort
and of the §hln0l0 people,

Toe author atates {n conclusion that he believes the
Departaent of State is fully ewere of the situation, end thet

he spproves of Mr, Gauss and his course of action,
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Bubjeét: Reocent Events and Trends in China

To ; ¢ Brigadier-General William Donovan,

Director, Officer of Bt¢rategic Serviccs, Washing-
ton, D.C.

: For your information, please find herowlth a
oopy af "Recert Events and Tyrends in China." This
report was compiled by an unusually well informed and
generally reliable observor. On the whole, the facts
are correct but the evaluation of thess facts, in
seversl places, portray a bitterness whioch leads to
prejudice and even erronous conclusions. It should be

N -"-.w\r\) A\ b ande,

(m‘\@c\x ‘ul(o\'\ g S) \\ 99
b‘“"“‘”‘a \ rg\;mn'r B .Qmu

Colonel, AUS,,
DpDI8, 084, CBI.
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Thaére huve taken place in Ohlne duﬁing the past
few BOELRM o series af svants that have shiken the
regime (4o 1ka Toundations.

The firat of theas @hronelogloally wha the Honsn
cumpulgn. "Mhip was the sorplent, the bloodiwst, the
moat dlsgracsfyi wpisods in wll Qhinc'A hilatory of war,
TIta reverbacations in QLungking ave she atartiag point
of the prasent polieioal Lerwent,

In . cawsnce what happened wea thia; & Jupanese atolie-
ing forge wnich ut no vtime numberad mora Lhan 190 0c0
destroyad utterly 700,000 Qhinese troopa quaruuxaé in
porihern lionan. Fhe campeisn was not only @ aeriun of
military disastara ~= great pesges left undefended, the
cormardar-in=ohjel sbaant from hie conmand at the momeny
of greatant urgendy, Lne troops undarfed and undernourlsh-
ad, the.offioers panlo=nlrioken and }ngmmpetant and oute
though* . ot every turhyp it was not buis slons that made
the ongssign 8o tavrible, 'The great polltlosl raot  of
the ougpalegn wa  vhet the Obhlness fauaaﬁtry Lupned
thedr Ghn army end fought sgadnet 1t on the aide of Uhe
{avadef; You will rewember thet in my atory ¢f the fanine
in Hopsh [ todd you of the papadlty #1Lh wadah the sy
extorted the grain tax frow Ube penganta snd wilth what
orusliy: thay axaotad corves and labop servige from bLhel,
rrim bsaberous treabient of the farwing populstion emong
whou thay wers auuriered L.d contlpued for two years wheh
the Japjanese struck, The people had a srepoh gonteiph fop
the arsy et agseasment, In lones no degent man who guuld

“buy blﬁfWﬁ{ sub would Joln == tne wsusl pploe of dyraft
b $4]

exeuption Honmn was 13,000 Okiness dollars, and &Byons
who oould afferd 1t would tuy & substltute or pay bhe
draft offloleis, Thus Che adumy £4lled up with town rif8~
raff, bounty-juspers, or boys {rom the most depressed
&QVQiiéz the sountryside, It leoked tha natural leeven
whieh {3 glven wny army recrulted fyom all elementa of
the sosial oompound, ‘Phers wae Lals convempt te besin
with, z22d the ter~ible hatred of pensants who had asen
thedy Familias diw 4in the pagh two yesrs when Lhe XMy
ned amized thedr grain, To osp Lt &1k, with s polltionl
insenaftivity thet appals me, vhen the owmpaign bLegan the
entire wex &xes waa §aw on an ox=qurt bamia, Thafe wers
00 sruoks #% the dispossl of the lay var none Jommand
Boman) when the owmpeipn begen; but of these 500 wera -

mmedictaly uwed by the officers of the army £nd the 0Avil~

{an efricjelks for the evhountign of thele vonmsyrolul be-
longingw, thelr houschwld pocds, chattels, furniiove
wgyop. and ohildren to gian. These Llgures oome Lo e Ry

ST .-EF-"" Hi Shegt:4 ¥y "\l
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the way: down from Qhangshe t0 Hsngyang were made and
couRterassnded till Kwellin &t the begloning of July
. BeoRad 3¢ be opsn and neked to the enemy, This situs~
sobion wey saved by the wkegnifiosnt resistance of the
., Ohibese Tenth srmy ot Hengyang snd the superlative air
‘support: of the Fourteenth Alp Yoree., Theve 1s alsc a
theory hers that the puericsn landing at salpen cnd the
fall of: the Pojo osbinet crused & ru-crientation of
Japaness strategy, and » tesporary halt in their plan to
iink- thy rallroad,

Zolisdeslly, this osxzpaign brougbt in its train two
Ks jor plhencaiens: ¥Yirst wss tis intensive use by the Jap~
arese of bands of roving Ohifess Lifth gclumniaets boughv
and peid for &t the rate of 3500 QN per day, -- men araed
with granades snd towmy gurnms, whd knew the terrain perfeot~
1y, who were as liquid am mercury. And meocondly and fsrp
more lmportint ~- 4% stimulated o southwest separatist
movement whieh until that time had been in nascent stage |
oply, Hcat of the gantonese and EKwungsl genersls have
been véry 000) O the ce#ntral government for a long while,
With Ewsilints fall almost imminent, they began to lay
plane £ox their oomplets msparstion from the central §ovcxn~
ment sud the estubliskhment of an independent politioas
militapy councdl An the southneast. This acheme, T have
bheard, wna to inoiude Hsueh Yuel, Yu Han-Mou, 11 Chtal-aun,
Chang Ya~Xwel, und even Lhe Fukisness governor.

All: those events have heen trunaplrlag aguinet tha
ordinary buckground of Ohinese Yife -« against inflation
whioh i3 vontinudng to eat swxay &t oivie decsroy, agalnat
the gsogzopipllion eyntem wnloh the peamunts hate ror 1ta
gross corruption and its terxrrible arualt% (it 4s estimated
that only 5% of the conaeripts cver reaoh the front llne,
in some inoal districte the offlodsls Rold uy individuals
for as aush ao %0,000 CN for exemption) and against the
brokground of the tax in kipd == ancther horrible adminiae-
trative: nugenn Atable, Extortion &nd oorzugtion hers are
perkeps the worst in any brench of Chiress life.

ALl thesw developments have given rise to Buch & wive
40Lez) oritiodsx is I have never apen, Not on;{ are
dkleotusles and the univevsity professors completaly
i the repgime, but even within tnugﬁuamkqﬁggg“uhqrc
Yhernaes vhat ia completely new, The professars
tusls are pexkaps the most tragie Tigures in

then are desply snti-ocmmuniaty they are if 7y
1iberale; but within tneip own government -
thex, no banners of hope or glory. :
ey 08RROL: oparALe ugdggthgiiigr

nefy and thers. is-harsh orit
M [“:: 4-:‘5 a3 S t
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amoag them, Within' the Kuomintung now there is » first-
0lusad atruggle golng on for power; theve is-a cowlition
thiat renges all the way from the extreme ledt-wing libe
erals to the mouthpieces of the Shanghal businessmen and
‘bapkers for a ocouplete and thorough overhaul of governmsnt,
-They have only this basis of agreement smong them; there
must be decency sand honesaty in adniniatration-- but that is
a-pinging sound pletform. All of tne top men around Chung-
king say that a ohange must come soon or thim regime is
doosied -~ the oppositicn includes suah figures ss sSun Fo,
T« Ve Soong (who is almout completely divoresd from politics
so great la his bitternsss), Chan- Qhun, Wong Wen-héao, ang
Shik-ohieh, even suok cld Kuomintang party funotionaries

ts Psl Chi-ten and Chu Obla-hua,

Following are two wuthentic stories mbout the Cmo: One,
his .speeoh ubout being Loyl to his wife, deocondly, the
émo rroently welking in the hille near his summer home, his
guards following, notloed a civilian toting & gun, leading
three xroped men behind him., e atoppad and asked what was
going on. The c¢lvillon 2614 he waes an offiolal of the loesal
goverament and these were recruits veing brought to the army.
The Gao turned und asked ona of the recruits what wes happen~
ing., The man suld he was 0 peddler just walking the road on
his tusiness when he was selzsd and carried off to the Arnmy,
The Cuc beonme furious, started to belabor the officiml with
his cane saying, "Ys thic the way you treat my peoplaw,
The suards persusded the amo to stop, 'This week there
sppeared o srall newspsper announcenent Gaylng that owing to
defects and faults In the congoription systen all recruiting
4n Chiungking itmelt was stopred for Lhe time being, T know
this story sounds bivlleul, but it's grue.

The mont alaruing recent intevna:stional development in
Chineze oyss has been the tremenduus progress of the Russians
An Purcpe. It fmy be that the wer in "urope will be over
this year., It may even be thet Rusale woves sorovss the bor-
der of Manohuria and north Chine to strike the eneiny. This
4n turn means Lhet tho Russluns muat make looal agreemants
with the Chinese in power there, and must get cooperotion
from local troops. In short, it menns thati if Russia fights

. Japarp;, she will 4o so in complete limison with the Chiness
‘eommunists who ocoupy those orsas of north China where fight-
" 4ng will go ons A direot understanding betwaen Russiz and
" the Cainebs communists whiogh will result in direct Russian
© AUppOrt to the c¢ommunistas has impliocations so olear that me

>

experi need explain them., It means that when China is .1ibe

i

- sApeted, north-Chins and Manohuris, the most important pro=

inee> and movt Andusyrislized bases of the land are dom- .
"‘E%wb’i. powerful, well-equipped oommunist aramy, and the
:z" .. :‘ ’:'x\".l AJ/ ~' a“ .‘ 7 ’ ’ . : . ‘\ .
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The Kuominteng gamble up to no. has been ¢ stralghts
s=w2y simple thing: just to hang on tild America’ oraoks

= . . the.tkoekede, Then as americun supplles pour in from

.. ..o tHe routh ahd the sorolli of Japanese conguests 1z rolled

vack 1x Chine, the Comrunist guerrillee will be peelad
7. out.of thedr lairs along with the Japanes

“up to mow, that has been a very aood gamble and one
- thet 3till.has @ fine ohance of success -- bug now, If
" Russia &omes in to support the communists before the U.S.
gets aerd., 1If the separstist movements split off from
this zovernaent and the U.3. has to meke looul agresments

‘with werlords along the seaboard.

~ . It has therefore bscome essential to solve all these
“prowlenis ut this moment -- within the next swo or three
xOnthr there nust be some egreement .rrived at with the
‘Goviet Union so that sny collaborat’on in the Orient is

a colleboration with tils government snd not & collabora-
tion with the communist psrty. During the papst two weeks
the rigldly controlled press hss danced the government
tune with meny sudatory urticles about the Joviets and
such news of their successes -- which journallstiocally,
these two weeks, is e very easy thlng 1o writs about,

4nd there is talk of sendl g & good-will migsion to Moscow,
perbzps even headed by T. V. (Stelin will 1ike that good-
~111 mission, won't he}. And trere is definite scheming
to remove Sheng Shih-tsel, governor of Sinkiaug whonm the
-Russiars lhate, t

Giae . -Eat.all thege moves ay: only gverpturea -- the only real
. way relstions with the Soviet Union can be settled is by
_solutifon of the communist problem. I don't know all that

. Yue, ¥ullace talked about hers -~ out .wo things I know he
“U d1d%¢elk mboul were imerica's yreat intersst in glinc-
Soviét friendship, and internal peace and quled #ithin Chinas.
& 17 %bieh brings this government squerely up «cgalnst the
rgglutiden of the. communist probleit as it hoe never agd to
. .. Zaee ‘4t before. The goverument reslizes ot lact that it
< kel potito gettle the queation once &nd ror-dll, -- but
... %he ‘coumunisty, those psiute, nusters of real politic, esa
read théi‘fortents end owens @é well uo anyone clees -They
now trat the oantral government now has every irgent rea-
#6h t0 get 8 quiek settlement with thedy and their esking

" pPLGE 1s far higher then before.
oh s twemendoud ohunge in the see-sav . ba-
& military-politisal Toree: -
the power of the Xuonintang:
' to-one; 49 within strik
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they now cooupy cimost hulr of Ghenei, almost &ll of
Shmngl, a1l of mopel, &1l or Shaniung, pért of Kidngsu,
) perta: of Ankwed, Honan, Hunan, and »imost sll of Hupeh,

«  ~-Their: power in this war has exploded rether then cxpanded,
. Thelr:puerrillas renge ever furtier thsn these erees, and
. 7 thedr regulars may number usmeny ap four hundred thoussnd
1 . troops.. This 15 power., Much of this growth hes come withe
“ - in the pest six months, particulsrly lx central China; sgnd

’ in Houan end funen, the new arecas of Jap conquest, the
Conmurists w#ill scon be building new guerrilis bases, On

the -okhar hend, the Kuomintang hee not only lost territory,
1t hee Lost poii

K ticel prestige by the exposura of its adain-
3 istrative ineffigiency, It 18 & situation not so far re-

- ‘moved from the Tito~-uihailovich sltuation, exospt that this
| . EOvernment hes never played bell with the eneny.

?h&?oommunista realize their gur growving strength, the
posgivility of Ruseian support, esnd the weskening of the
Xuonintung -- and today they are in cChungking nepotieting

not &5 supplicants at che Heats of the might but s wailed
enluuniss of un alien Host, :

The zovernment 12 rnew offering the communiste crms- and
supplies for ten Givislons, l1ifting of the blbéekade, end
reoognition of their horder governuent about Yenen., But
thens deionds were demunds thet ~deht have served bmok in

1941 -- they will not do for the Tfer more viporous cancurlst
party of 1944,

The communist counter slaims ave “ividoble into threa
rough groups. First are strictly military demsnds --
aupplies for lo divisions, otner troops 1n excess of thnis
to be recognized anyway; lifiing of the blockads; nunitions
L. medicines; o share {n oll a-ms given to the cenftral
¢overnoent by clher allies (msening the Uety)  “4hen follow
the politionl denends; freedosm of apeech, pross, end indi-
vidual;: freedom from unworrsnted arrest; releane cf poli-
tiocal prisonsrs; legalization of all pciltioail purtvies;
serly iastitution of demoocreccy. Laatly thexe follows a
demend 30 huge dnd apfallinz it nekes oue gasp -- on pspep
it reads thue: reocignition of looal self-governments behind
the 1linzs. sotually,. such aself-governmenty as ihe. communists
havg_nr@qteq,a&;gzch*rrbm,gnqnii end shansi all the way-

;tnr¢ue35ﬁpnan;:ﬁnlntgng, Hopei, north Xiangsu to Hupeh,
: ”.ﬂﬁoiwigﬁ;MQQﬁﬁgpb‘ngiapA.g~wtinﬁaih, Peking, daiyuan pnad:
. Fenkow.: “In short reooginition - of such locel self gsovernment

S

i 'teo) but k1o the'Centrol Yangtze villey. I

D
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Kuomindeng in the BuBl=wur world vommits suleide, Milbe
thin@dgm&nd 1a andvensed rop barzelining purponss Probubly
s, : ¢

te28 we have » sltustlon that Precipltutes o uplalp
withinithe RUORINLEANE.  The two wihan of thé Ruointang
CENLOL see vye YO ayes on the comeunieta,  All woula P T
Lo ziving the oommunimtsn Pary 18 not wll of thelr ilivapy
dernnin %ﬁr the make ol aattling the puasian problem. Bug
on Lhz polition) demunds (olv)] libertism, eto.) they
Bplit; ¢ Phe Fuandndans, 1Iberals want 0lvil liverties us
RUSh && the comusunimss 4o, they want liberalizsntion and
honsasy and effiolancy {n the goverpment, They know that
L Lnéy nooede to a Pree prens ang Tree communist Propl=-
ganda the only way they oen eontrol this lsnd is by offering
the peaple basle govsrnmenta) dooenoy == otherwiaz they
1AV RO waY Of meetdingeommuniat eompetition. Gp the othax
hand £he rfaseint greup 11 sontrol now, wants nothing that
will shake ita grdp on the meehine, The liberals argus
that Eegmmoy (oleaning WP grain btax, oleanling up conagrdp-
tion, ‘faeding tha ormy) 18 necesasury fop ita Qwn anke, und
hecenzary ror meeting the worjdte stundards, The fagolata
bre ailent, 'The Kuomdntung haa aevbuain BErsat agdets right
nows dtihen the amast of Amerloan support, it has the aspet
of opgosition te Japuaase inveaiony it has the 2ymbalie
peraorality of Chiang Xal-shek; 1t nus a monppoly on the
teohnien) ongineering industrinl pernannel of the wountry,
These nva enough Lo tolatey It up In open competltion with
the comzunlaty ww provided, however, that khey ure Lamed on

deoent: ¢lann adminintration., 7Tn effect, there 4ve huw twe

CRuonlglungs we one o econlition bhannarad by Sun ko whioh

iuqlué$ﬂ§evarycn1ng rrom I+ fv-vlnperas to Bhanghal Luslpeng=

men, &nd. Lhe other 1a the G Kuoadintang.

Talay thls atraprls wiLhin the pParty foouses on LLe Gmy,
The Grmo fust eilhar olean WL aly papty ond eovernment op £e
Ceen 2dth Lt, T Lw pot ChOC Lk te ey el he 1a Log bugy,
or thel he L the ouptive of ulw meohine, e must wither
ohange 1% or bear 1ty vrespongltllity, yor weska pow UEEeN~
tions sade bean fouvina In on him for w changa. It is ex=
pecLed: that within the next foup aode he will oome t6& his
deaislon:

?ﬁiaiiar& watter that involvas Amavioqﬁkoat ntimately,
We are: oupporting the Kuomintang in this war, and we osnnot
Avold deking ourselves whathep this 1o o be a demoeratie

Ruoiekntusp or @ fepoiat Kucpintana. T believa that st pre=

aent oRr tate Deopertment in Tully yware of the ailtiitd on:

o WALHARONungking,  snd fer onoe I f4nd mysell in full sgres-

]

ant with 1tao aourme of gotdon, Gauss, whom we have oritieined

akillfil role 1n th

om0 biv¥erdy in the fmgu io playing an exosllent and Very

9 #iruzgle =~ naver preawing himsel? upon
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tnﬁigﬁﬁﬁﬁicngVGﬁﬁﬁgnt, put lebting our views be kpowi.
1 heye found that the Chinese view of pouss b&s risen -
vayyizash in the past twelve monthet sun Fo preises his
lavisnly. :

v As gtilil too sarly to sak what will happen i2 s
peorgzunizetion of the Huomintang ang the government cen be
affesored, ODuch & reorgsnized guonintung can come Lo Spres-
meng with the communists on both politiecal and milivery
iusies., Sugh an agessnant is 0¥ the groutest good of
Obine, juserien, ané ghe aptive world, o Kuomintang ohn
some L spreemant with commnint perty on the bosis of
racignition of vhelr wepional nelf~zovernments all through
ouins without n% LBely owxn throsb, ung no ¥uoninteng
eyl of tne opposition, not evean Sun ¥o, woula ge that
tuy, hut 1 think #ith @ purgsd Kuomintan% the Communiots
wili foxredo thet demanc, will moke 8 conclusiva sgresnent,
andl Ae will uee poth & repdlyth of the Chinese vy offort
Lnd: pearle.

P don't went to Cinish on wn optimistic note -- avary
ohe Lere warns me Lhel o auipplete reorgonizution Busn o vie
woel: Like 1O dae 1g = slim chonoe -- perhape one in LAres,
Tt it dous nov ¢ o, Lhen millions of Qhinens have Tousht
ang aiad Tor demopsracy Ln valn.

i fhe asommunl st ﬁa?oni&tiana hnye Jeterioratetl. The

cobmaniat Gulesuto 110 Tau~han, Lot pequssbad porpisalon
goireturn Lo Y03y alendfying that no furthar pood oun
gore fron alsounsion, B8ub the centynligalpo han refused
pif prruisglon Lo €0 paok sni B0 he L8 rorasd Lo ntny Tor
an: Lngefinlte pesrlod.

: pepnwhile, [ro. tpe raporto of veplous paople #ho have
gefme brek TrOE the ocommunist ayen we son plece Logathar fOF
tne Uipat time w rather ingercating aeauenge of avants.
Fen the ¥y pdnbhnd hlookaded the anemuniate in 1959 thay
pisdisved Lhat vhey toudd Ce crumned aoon@micﬁlix.w,puring
1941 the communirts were in grest aletiocultineg
' pl@&«ly’r@prganizcd the 1ife of the ayens they
sontrolled aLreaning somplete snip-sugfiolency. ay
tound thet they goudkd 80 1Ol pd onlburel and industrial
produstion A AlmOst Lo glepenae h osaten, nruant
PP gueh things B nedloines spd munivd .16 noY
\p thers but sll other thinge could. -Eh,
st pressnt, Lhe journalinte peturning Tro Yonan jepory that
tge stendard of Yiving -~ food slothing, et is votually
plgher in the niet arecs n in-the & pnt sreAs
adéﬁ:qant. And At i Uhis self-surfd Swnioh is stiffening,
1 believe, the communiat sbtitude in the entire pagotiation®e: -




e R T o gl Hwl bl
T{RNEate Anks wish vhe O 4
4 {mv:wnnk balieved, TWO planesi ¥ JEET '
i i Sovist Uton. 46 TAES QOTTORRC
, 3w@ﬁ1§§waﬁnti¢g;d-ﬁucxgi e

. e gomsunist gnrﬁy pew 1 avtaapting Lo prove o Al
amapioNas hety thet they, pather tnan the ftuchinteng, Fe=_
_prascit the %utn#s ot ahiﬂa; that Lliey apd aamyeratio . end
ShAY %hwz Lotk tag@&xrtug 48 Waoh ne 10 Huasis for future
- geiandeRlp ahd gugaanas,

b6 eVeD Dprd jmpartnnt ggvalopmant hes LAKED pleoe
owishin tas HucHintang, Hengyangls fall wow Giscounted ag
erdy «ob Vha epd, of July. and thelrs Legan thhan 4 asries: §
_ .Qﬁyiﬁﬂﬂrstﬁ$“n$$lﬁﬁﬁf‘ﬁﬁﬁ?mrﬂn@&t“ﬁﬁ L8 (ie'E susaer yesid= - |
C e ioh I qopsldur tie wodt wptimiutdo agvglafm&ai L2 L
SRR ge polisies 1o aver . yanl. The genaralisaino has! T
%QQQ&&:GQQViQﬁGﬁ,ihﬂﬁ he hag beuld pd.alnfornad and allk bub ‘
wutrayed oy Lhe presant ataff == siid that the Arpy must be
averhauisd ang paopgant sad Frew Wop vo hottow, Onled gpoKel=
zen of Whe BYQUY Gapending paopganizatvhon in sensral Chen
agang, ahiel friend of Lhe q.&. Army in oninese millvary
] 3‘3&@3:

Chen (heng has damandged that the Aray he preduosd IXOR
{13 presant atmast 330 diviadoos Lo apmathing Like 250
d4viaionay tnak yhepe divialons be prought 40 atrangthy
thet the feedlps snd sedioal sars of the goldlens o totelly
rooppapized: tioat taay be ra-trained tabally unt py=gh LVaR=
{red apiritually] that ail militgry,uarmﬂﬂﬂﬁﬁﬁ ha astripped
of eongurrant $aiitiaal ?mabu suoh s LA oivilisn zovernox-
ahips of tha provinpes they caoupys He dopunds A180 that
gnita whioch sxist Ln pume eply be totelly disbanded, gthey
safapmbuto Aeh k0 areata sutdant hyleudsn, canoelling the
axmmphion tpp, congeription Lhet Ohinsse students §l
uftpprhe &8 Juyed ' : :

. Theds reforma ges in full hent o d;acuaui@ﬁ-m&ghﬁ\ﬁgya E

» gud;ﬁn.éing-nnin {# sedd 1o bw the 1eading opponent o

yhem.  The GO for opge howsvay hog purned on fo sad s
plnidine with the pefoealste. o

The harvest, 4bis ls o bulkgsy Yogi's atue wolls

e Eb 54
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[P

st 1 submit herewith a Oupglonont' '"

Upon our re
on of this nftornoon on the sudbjec

to our eonve
probabdle nnd g:uino devel nts in China, These con- |
joetnru are d on the followixg assumptionst :

15 !hlt Russia does not fight Japan in tha near
ttturo

nnt the major part of the Japanuo fleet 18 “
mt defeated by & surprise -ovo on the patt of our 1'
navy. |

. That at least part
1ied cause.
aw from the

Bven if the Japansae have to withdr
ssibility that they will

101“0:“ Japan thero 18 onry
take & ounl on the mainland in mu where they are
duild p reserves of troops and supplies, Regardless \

o? China remains loial to the

of whet or pot the islands are taken, the presont
Ja,a-n attonyt to capture ’the roadbed that
1inks the severed Peking Hankow railrced indicates their
{atent to prepare themselves for overland transportation
either supplemsntary to or in place of their present
ecastel sea lanss, With North-South overland arteries on o
lete control, Japan would be able

tho mafnland under GORD
under all circumstanver to sontinue to support any land A
uuuﬂn in Oentral and South China and Buras, \

'? If e attempt an invasion on the Chinese mainland

thl.l uvuio wonu in all probability, take xlaco in the

r Suoh an o oration voul roquiro
huvy art llory und mechani ts, operated by our own

trmc, 4n order to push the hp.nou nor overl

i The speedy su success of such & -ommu -on :L

our troops @ largely de M on abilit
.‘upnuc overland: trmpor ’. r:? !s

% The most l.ouul phco for cutting the main artora.u
fm lmchnrh teo the Mth is in urritory ihoro chs.n”o
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guerillas un:l. w our esuse still show rosintaned,

know the essential

this s why 4% s important to kno

ies of this urruory and why I feel an attompt

»e nﬁ 40 oungo help of forees situated in
view towerd uon ting enemy l\lgpl lime

‘a
¢ §4m0 Attenpts M made to Q!‘ (1]
«nonuon mppu“ have to be flown in to
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: April 4, 194k
m ON CURRENT MENG. ITEMS IN CHINA

: L. The Gauunuho is op i:ronth still out of
to--thom!ortho the release of the
mmtmudms ung'u it had to be tele- .

to the Generalissimo for approval. The common rusor |
ho 1s in 8ian, although some say Lanchow.

. 4. From BaRy souroces come report: that the Gounli‘ ¢
sino h;u b«n under great strain during the past tu woeks,
seme even saying that he has been "half crasy". There is
general sgresment that the zrohlem worrying the Genereliesimo
srej faoressing foreign criticisa (Chinese are desperately

to learn the contents of recent articles in the forcikn
press shich are knoma to have been published but which of course
are not released in Chin) ; roht::n:iuith the American Ar:y..
qo ations over exchaage rate,
and rob m t ral Stilwell (the story is
M that the Genov osho hit the rcof after his talk with
the Geperal); and the Sinkiang situation (the Generslissimo
is oredited with daily tantrums at the slow progress of the '
Ceatral Govmt reinforceasnts moving toward Sin-
by ‘truck and tho J ry attitude of Chinese officials
‘tegarding pnblicity is explained by the Generalissimo's order
that Wna is to:be released oxoopt after his. cpproul).

Declassified and Approved For Release 2013/08/05 : CIA-RDP13X00001R000100430001-6
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thn Imnr Oomht delegate for the rlanned dtmtm
Ontnl‘ _ ﬂunt nll Consunist Yroops in Northwest Honan, !
'lmuouudorunmtmninlom&mnh R
Aretion for the mtnt of & oorrider to Ou olia, f

E

Durther ‘reports allege thal this has beea %Ja- :
“quo h return for a Communist .to :m.inq sh Central
h, There is & flood ofrusors of Russian plans transpor-

tm 'hr(o duantities of munitions® to Yenan,

5« The press oorrespondents’ trif to Yenan is being

éolvod ‘= alle edly beoause of the impossibi 1ty of awaiting

Lin's arrivel in order to loh arrengenents, The exeuse

40 obvtmxy fliney and the question was the subject of

a8 eonference 1ut Thursday. Meanwhi. thc

o.f ormation is umg..mm 10 have "safe"

sonnel included and it appear t eensorship arrangeanentis

will be: mntldutory. .

T 6e It 10 re that & "National Adninistrative
Conferetise® will be held at Chungk tot about May 5 A 1l pro-
vincial ‘shairmen and ocomsissioners will be required to attend.
ronm this romo about May 12, there will be a

mnion ’ of the tuoninwu Contral Executive

golntl of the agenda are! price contro} L
(falu g saned) budget fur the ocurrent year will be -

at thc present rate of expenditure); ’
uu cmht problu; and smpuauon for Cons nutiuul
Governséat. Jollowing the neeting the Peoples Political
Council ‘will be convened. _

i ¢ Chinese are getting frightened regard .
Japanese; drtéo Ln Ronan. Jm:."ﬁt oﬁh om m"g. -y
have eves Mtun a0 uia%um asked
WM?% wu tm t ﬁyn‘ ::‘ uaw 'b«n uptund‘by
huln-tuk:a by the Ju panese. This is the o{\ {o -mh . ‘

| TANG Lo-pe was TO0G ,.17 ordered 40 move ht

Gn
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4 Apﬂl?olw
mumoumammmneam

There is attached & report of the Chinese Govern-

oss eonforence on April 5, most of which was taken up
-m tless efforte of ress correspondents to learn
sosething regarding the situstion in Sinkisng, It is obvious
that tho Chinese greatly ooncerned over the boabi
inoident and the situation in Binkiang, ure atill nonfused and
u‘oo;idod ss $0 the polioy whioh they chould adopte

' : An official of the International Publicity B.ard
4n a privite talk with a well-knowm foreign correspondent on
the eveaing of April 5 admitted the general verscity of the
TASS story and other reports tending to show Chiness provoca-
tion.. e made the definite nmcm that Chinese troops hed
sotuslly orossed the border into Outer Mongolia. We explained
these actfons on the basis of Chinese conviction thai relations
betwesa Russia and Great Britain md the United States were
strained and that it was to China's interest to promote this
m. soinm out that Chinese authorities in Sinkiang
had tho ritish and Ameriocn suthorities there fully
informad of their version of themattor and that efforts had
been zade to interest the British and Ameriosn Governments.
nuni the Chinese had prepared a hngﬁxy uutount and were
o release it in ing when the ntron? vaiouly
ofuoul TASS report appeared md got in the "first word®,

; This explanation of the whole affair as a Chinese
sffort to Complicate relations among the United Nations, even
though oosing fros what must be considered & good Chinese
source, oan hardly be scoapte! as sufficient, Chinese mo-
tives may actuslly be several:

‘1, The Central Government wishes tc establish
its Nimud control over the wholeof Btukhut

recovery of 8iakiang
4 which !m . lluhtly m:.ﬁ'&"_’ N
padaliptio 1mrr1u11m The Kuoaine
tion as & rage

Declassified and Approved For Release 2013/08/05 : CIA-RDP13X00001R000100430001-6
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aer sihoré of infiuence,

‘The establishment of thLis control involvest

(s ) Zstablishing direct adainistrative control
over the whole of the province. Iluportant in this
connection is the area, apparently north of the aain
watershed of the Altazi Mountains in the morthern
tip of Sinkiang, which is claimed by both Sinkiamg 3
and Outer Mongolia. This dispute, though denied officie |
ally in Chungking, is admitted by unimpeachable offi«
cial Chinese sources in Sinkiang. It iz also shown
b{ & comparisan of Chinese and foreign maps (see
sketch which forms enclosure no. 2/. The disputed
area is of atrategic importante for planned future
efforts by China to regain Outer Mongolia.

(b) Breaking up stubborn and largcly independent
‘racial minorities such as the Kaz aks. Oae of the
main centers of the Kas ak population is this dis-
puted Altai region where they have lived in the past
with little governmental control,

(¢) Overcoming continuinihlocal opposition to
Central Goverament control. The majority of the
populationof Sinkiang is non-Chinese and Chinese
control there has always been unstuble. It is re-
ported that the poogle are notteking enthusiasti-

. cally to the present Chinese attempt to reassert this
control. There¢ are stories, for instance, that there
have been disturbances in which some of the recent
Chinese settlers transported to Sinkiang by the

' Centrzl Government have been killed. Contributing
causes to such trouble, it may be assumed are the
limited amount of irrigeble land in Sinkiang and
the historic tendency of the agricultural Chinese.
to encioach upon and destroy the grass lands whieh

the livelihood cf the nosadic population depends.

- Other causes of local :ggonition are also understand-

‘ #ble. Y¥he Chinese in past, and in the receat

itenents of the Generalissimo, show
44y Lo oonceive or adopt means of oontrol
colonis ation and the use of military

. - .
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tor oopnonto. nooial and polittoul ruta (4ncludin
tho gree of genuine self-government) whioch mi
cgoople of Einkiang a willing |na voluntury )

part of ‘

2e The Chinese ugewioh Lo mx out Ruasinn polioy, =~ 8
Thla is lwportant from a number of awpeots; an

| ]
(1) In regard to Outer Mongolia. The Kuomintang | §
considers Outer Mongolis to be definitely & part of ' 3
China, and it is deVernined, as a part of its announoei |
niseion to restoreChina's freedom and territorial ine j
tq.rit to bring about its evantuil return to Chinese \“
ontrol, An sxamination of Chinese clains to Outer

Ionaoltu in of interest.

Legally, there is basis for these olaime. In 1924
Boviet Russis committed itself to tha recognition
there of Chinese soverei ty. In 12 lhan the Boviet
Government eigned a Trou of Mutual Assistance with
the Cuterilongolian Pooplca Republic, it 4 nswered the
s rospt Chinese protests by stati &hnt the treaty

id not invaltdnto Ohinooc soverelgnty and was aimed,
not againat Ch :ﬁ:inat other possible Third-
ty ngar!alton. But ¥e Rusaian committments
ve been vague, and the true shupe and strength of
policy has been unkiown,

Historioally, the Chinese oluim to Outer uanaoliu
16 auch wenker, The country was s part of the hintl.
Elgtrc under the recent dynasty partly by vi s 0
fiance with and K rtly bg oonquoot by, Innehuo
the conquororn ot China., The Mongols t or«fcrc uhmrod.
ﬁl ern Manchus, in ruling Chins, ohiefl;
: nnpp‘ ofl roo n. tgoyOIzvo nc;nv cggaida
,&‘nnga velii0 resl pe o Chinese Re 0
: !nblid hes nga only vory brief andpgrianoutary
ontro the couat TYe

: ,g.MombonmdtMt%o%hutMp
; over olaim they may bave hed, Their polic
gwhoru and ' when they have had u chanoe io oxercis
:has been M1fish oppressive. Eongolin £

%wu the mu of wnmpnlm wilitary adventurers.

- @

¢
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* Nothing haa ever been done to proteet ¢ ) B

_edther the country or the people, J%
ttll of ltnor 4 pooplon is a dootrlno notlo‘ibli

oning soveng Lk o gron 4th a Chiee s’ DEEDAY, u"q’

oe A a'i )

5 tga oln.‘tlkq tho other minorities, ' :
are uotucl (] p;rt af the Ghinese rece, It weuld i °

aot be lurg:hl.n(. therefore, to find that the Mok

- a8 the Tioetans z:obabl¥ the non=Chinese popales

“tion of Binkisng, hate and fear the Chinese and s

. doterained to lnlntatn their independence. Wl

;. (b) In regard te the Ohinese Communist probloﬂ;
gThn tnonintn«ghzoliovoa that the Chinese Communist

. A and may be again in the
:ture, supported hv the Soviets. The ey oonsid
that' the Tireness of Rusaisn polioy ia Cuter Mon
‘golia oun de taken ae an indication of Ruse {en in
:torest and aims with respect to the Communists.

(o) In rogcrd to Russisn plans in Binkiang, in
 lanoh China !i A vholn. and for ovontual
gportlﬁtpdlon in the Far Lastern war. It may be
;uxgg:d for lnataaoc. that If Russia intends to take
: & benevolint part in the wAry it she does not intend
‘40 seek her ¢wa selfish interests, and if she wants
.40 have as her ?“nshbcr . ltroﬁa indo endent |ad
;frlondly 0h1n9 or the Kuomin anz she will
-oupport China's territorisl integrily and not dis- |
pute Chimese oleims to actual - rather than theo-
;rationl - woverignty over cuch sress as Outer Meagolia,

' 53. Preseit chigfni leaderahip may wluh to stipulate
anti-Fussian feeling, botbh in Chine and abroad

f The Xuonintang |ovornnont. and nnn{.othar Chinese,
fear luooia and r.! her as a
oortt nly potoa ly then Japan, With t::ir tre-
daf ennl unnhaknnblo. habit of
: l! ana p&r;y nctiuat snother, these olpnantb
{slike ovtdonoon of oloser British-S0vieteAnerioan .
and di

and weloome signs of d&t!ornncoo
{ ,RQ,HUQISGI They oouat for swpport on ARt~
maist u\tm o of the outm.lh; lrmoh o6ne-
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1lieve
Leonin £ this attitude be
‘ the tn.ar‘o‘:a. ?i &m\u will be o:xi?‘t; ‘n.h
?‘t ratice o mhnd““s;d otﬁ:l:::ntrtn of
milar to that ia Po ar countrisy

osedly
Eastern Durope, This ‘ ol gumoh

ton 0“‘110’10

osn Mikewise, and for th P
ﬁozq.o} :.m u:h. ﬁguird Russia and pro-
Chinese Communiste s
Governi an opportunity ally
t;..".'ﬁ.. Mg ¢ :,::25: . as.gomgg of sttentica
wim ;:L?uu {a other directions.
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Chinese Communist underatanding,.
between the Comsunists and the } ,

Comaunist oorridor to Outer Mongolis, of fighting
between Lhe Comsunist and Centrsl Governaen “forees
{n Korth Honan, and of shipments of Soviet aras %o
the Comsunists by air. These sories oome from many
souroes, including the highest officials, But there
}n as yot no evideuoe of heir having say basis in

It apglmtu has been a favorite tactic of the
Chinese leaders during the past two or three yearh;;
when they feit moral pressure to take @ome more
positive part in the war, to seek refuge in the ex-
cuse of a Japanese thru‘. in some other ?:u'tor.
The recent £ mi developaents cun be terpreted

as a variant of tiala strategy.

This explunation of the 8m1nng.¢1tuatton ss having
direst Central Goverament aotivation msy be considered too
dogmatic, But it is handly grobablo thut & heng Shihetsal,
veakened by the withdrawal o his forser mainatay = Russian :
military forces and avistion, and oertainly grcomphd;‘ with B
thessintenance of his position in the face © "”ui Central 3
Goverameat oocatrol, would independently, or evea wil lulu '
sdek trouble for h 1f by onngcﬁnm against the redoubtable |

. ing to establish his frontler in areas known AN

_ _ y Outer Hdongolia. As mentioned in ay nemoe @B
rendus of March 22nd, sone well informed Chinese believe thal H
heng was under di. orders from the Generalissimo Lo oreate
& military base in this ares, nrtt.otio for possible futur:
wakstre oo outer Wongolia, Tha fact osnnot be denied that:
ga:‘ in the face of internal troubles and & stagnant far
effort, is showing an amasin concentration on paqiph;x_éalm

of Nort,

o
)

L0 howing
roblems - Tibet, Northwest evelopaent, the status-
and even the borders of Indo-China and Thail
§L oannot be denjed that China's reiations with Russ
#tesdily deteriorated to a point of tensiont There
. .and bed feeling over ihe wi raval of Russisn iab
-Binkisngi pr‘ztrw oo t:;‘p::u‘itm tlmc:lm'
doally - atoppe usslan ailitery
r weloomed w-ml&od; trade snd barv
111;,%&.‘.1&&01:{&. t’.’?’s‘”
Seir proaises; attenpled trans
ol -8 ttmrw; Ohincae Teeling ‘0

g
:

BETLLRE

Declassified and Approved For Release 2013/08/05 : CIA-RDP13X00001R000100430001-6



Declassified and Approved For Release 2013/08/05 : CIA-RDP13X00001R000100430001-6

<

boous more utltokon; and, as mentioned before, the Chinese
loet no time in trying to oxploit the uau»Ru,niu angles of
the present incident, ’

i - Crediting theChinese with at least a lack of ‘ooncern
over complicat. ir omn and their allies relaticas with
Bussiz may alao be objeoted to on the ground that China is
anxious 10 have Russis enter the war agsinst.J k. I do not
believe that such is actually the case. Quneral Chinese public
opiniom may dvsire to have Russia enter the war at an earl
date in the hope that this will ensure the spesdy deféat of
Japaa.. But the Kuomintang's leaders, I n\ut;:ﬂ. give ouly lip
service to this idea, On the contrary, ii they are as calou-
lating as we must assume they are tha will very much prefer
to have Japen defeated by the United ates, which they' ho
vill continue to be friendly to the Xuoainta ng and oppo
to the spread of Commutiist influence in China, By .
reasoning, the Kuomintang dreads the asgtive part
Ressis in the defeat of JIEM because this will :

a undeniable voice in Far Eastern affairs and will gre u.{h‘
incresse her prestige and the influence of Comsunisa wit
poople of China, We can expect, therefore, that as Ameri-an
strength in the Pacifie inoresses and our war Itlinlt Jag
progresses favorably - as it is doing at presmt - the Chi
goverumeat will beoome more and more anti-fussian, ,

i
1 N
Y ~

,TEese may havo been the Chinese motives in Sirkisngh -

What hiu been the Chinese success?

The pretext has been provided for sending large |
. Gove military forces into Sinkiang, rn:r' ’

) Overoome any unorganised locel resistance and b
groups such as the Kasaks inside ‘of Sinki
also ensure - perhaps sfter & period.of

= the eventusl removal of Shemg. &h
Y & tiominge of the Central Govert
lever be able to. establish the
ina, beo Out‘or":duoh’,, L
appear $o' have aa's

o~
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s Ceneral Mi Chung-ying - reportedly
or the pact ten years for just such a
14 Chiness concern is shown by the nu-
sunos of M5 appe M|m&b§mmiot¥togn
ons of General HU Tsung-man's best
“ts Slakiang a8 rapidly s possible. All trucke in
od to have been counsndeered for this purposi.

‘policy, st least in regerd to Outer i olin
u;’: eg:rly tested. It 1a obvious maﬁho '

stand by Outer Mongolis and to k“i Lhe
other words, an autoncaous republic under

s stend which the Russians nave been maneuvered
;eonvince some sections of Chinese and foreign
"has sinister designs in China und the
“But if the Chinese expected sctive British
m'oﬂ‘othoy have so fur been diuaﬁoinud. The
_seeis have given the matter little notice,
1tes has shown little desire to coaplicate its
td {mportant ally over what appears to be a
deat, possibly arising froa Chinese provocation,
declined the bait of mcxdified involvement by
caotatives Lo investigate, under Chiness auspices,

It seems significant thit up to the time that the
‘reached the world press snd it had becons obvious
“resction was slight. The Chinese emphasised the

O rmubngol-ﬁugsim“ 1‘{{102 agg nade sure X

: E:) and unofflciully in ‘ a

'g: ) n;ﬁidow in all quarters. ﬁm $hat tine,
“Chinese have shown obvious confusion over the

policy which should be adomd and have utopitd any
lay up the story. The 1T report was excluded

;"4 unobteinable, The attitude of the spoke

Chinese press, and news of the preseat situation
orted prass conference strongly n.a‘sparu ] :mnl
d exoept b

‘no. Sinkiang news is to be releas y or

o cxpress approval of theGeneralissizo hinself, - '
pthis bzglvior have been s few officials, suoah,

the beginn seen to have seen the dangers

and disagreed with atteapts to distort and

) tho atteapts seem to have aprung '
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oads? nysterious Generai MA cm..y
“Kapt® b;.&:. nuui:u for the past ten {am oF 4
poum.o eventualitys t%hmnmm. orn i
8 reRore of MA e mmr l'w A
l tmks h

mn e “port:‘ t“h::g*&’u‘am“tm for this yurpoio.

Ad, aw ¥ 011 ‘
Russisn poliay, &' leaat in regard: i.hlt oL
tested, i s that U
mwan Vo tend to's ﬁﬁ'ﬁ“omr Mongolis
ooumtTy tr;:??- h\.tthur zordl. an AULORGAOUS 19
Soviwt dafluence.

have been moaeuversd
e “Mlgﬁceo&.um‘“:'af Chinese snd foreign

iaister desigas in China upd .
But 1;‘ the Chinese oxpntod sotive & m&

e B ’*h"“*:?:.:%ﬁ::a e
e i possihiy srlety ren *" "";’::.t:.‘am
t?nﬁ't:(h;:;ri:&uuvu to hvutmw, under hs e mnpup.q i
IL seems lg:u’,tcﬁt that ‘“’a“ ta:d tm th&:b%:"
.{::2 2’5’{; M«: -J" :L the
asp fm\or Mol-mum

"mgtdoly

A ohom o\w
A vhi b‘ao\m be Moy
- abory, %

mi&mu.‘?
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Foaiod e RSP N ey e e R ki

, The ooccurrence of this incident, and the likelinood
of its repetition in other foras if the Chinese lesders oo«
tisue ia taeir present oourse, raises the lup rtant question
of the attitude whioh the United Btates should adopt toward
Sfao-Soviet differences, In & broader sense thisiquestion
4nvolves our overall relctions with both Rucsia and the preseat
Chiinese governaent.

i We must be ooncerned with Russian plans and policles
in: Asis because they are hound io effect our omn plans in the
sage area. But our relations with Russis in Asia are ot pre-
seat oaly s subordinate purt of our politicel and militer
relations with Ruseia in Europe in the over-all United Nations
war offort and postwar settlement. We should make ovor{ of-
fort to learn what the Russisn aius in Asis are, A good wqi
of geining material relevant to this will be u careful first-
hahg st of the strength, attitudes, and popular support
of the Chinese Communists. but in detaramining our policy to-
wird Ruseis in Asia we should aveid being swaysd by China,
TEe jnitistive must be kept firaly in our handa, To do othere
wise will be io let the tail wag the dog.

i As for the prescnt Chiness government, it nust be
acknowledged that we are faced with a regrettable failure of
statesmanship. Chiang's porsisting in an sotive anti-Soviet
pslicy, at a time when his policies (or lack of them) are
aseelerating economic collapse and increasing internal dis-
ssati osn only be chara cterised as reckless sdventurisa,
The oynioal desire to destroy unity among the United Nations
{3 serious, Bub it would elso appesr that Ghiang unwittingly
zgi be contributing to Russion dominance in Eastern Asia by
sternal and external pojicies which, if pursued in their pre-
sent form, will render China too voa& to serve as a poss ible
counter-weight to Russia, By so doing, Chiang may be digiing
Kis own grave: not only Horth China end Manchuris, but alse
gationsl groups such ss Korea and Formoss may be driven into
the aras of aoviets, i

[
as

!

Neither now, nor in the immediately forseeable
the States want to find itself in direst’
| )i} nor does it want to see Kuuigu
ver .a part er all of China. = |

,, \
gause both of these possibilities|to
5, in either faol or sppearinogy: |
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N P : ’ &
onary overnsent of Chine beyosd
"the war ag Japan, To give

who probably held '
Mgalie and Menobaris as well - that we are on the otlier side -
iy, i Nt st e i gl
ally, Russia will | : ieve she does not alresdy
that American aims run counter to hers, and that she sust there-
fore protesi herself dy any weuns available: in other words,
the extension of her dir pover or influenoce.

It is important, therefors, that the United ‘Statés
have the foll | ains in its dealinge with China: :

1. Avcil becoaing involved in any way inSino-
Scviet relations; avoid all appesrance of
unqualified diplomatio support to China, es-
mi%-n«vu Ruseia and limit Americun
aid to to direct prosecutios of the war
against Japan,

: This may involve soft-pedall of grandiose ;pro-
mises of post-war aid and economic rehad litation - unless
they are predicated on satisfactory reforss within China,

2, Show a s thetic interest in the Communists
and liberal groups ia China,. Try o fit the
Commnints into war aga inst Japan.

80 doing, we may prowota Chinese anity and
jing Chinese war effort. The 1idberals,
_ already consider thut their hope lies
~ camnists from what little we know of them
riendly toward America, believe that demoora oy
f ; ) ia China, and take the view that
pomfo col. vith the United States is the only
fa 'ogudy post-war rehabilitation and deve e It
st we do not lose this goodwill and uenbe,

3 '|"n our tresend unexploited

stien
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‘toward comcuni
u:ht:. be of “.h:lp}
Ate M\m on:or.”“

would undoubtedly plan sn iupertnt
M = one not unified by the
gncuoo of nilitary (om
4 suoh a demoorst
ureliy mvittu toward the United
.:m::o IA e of a lyt:ugrn
s Would eajoy &
other foreign powe J ’ gres
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%0 already &iven ::, ‘

1 do not know of

Mlnu “mhm
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ying that when he was mayor of Chungking rumors of such rice -
riots wer mbutnnnhanmndtobog:ndhu; he
Ahe oconvinoed that there was also no basis for the

pert of China? (As Forman started

ying: "Please

: ) Sorman insisted on putt ques-

¥ on the gr that he had at least a right to and 4hat

the quest had an important bearing on the matter inssmuch as
uter olis vas a of China movements of Chinese

4f Cut
Arocps into it fros Sinkiang would be a purely domestic matter).

Iﬁscmzmlqnothuc. 1 can release no news on this
{on. I can answer no question. Do not try to argue me
out of my position. I must be adamant. Please excuse ne.

Caa you give us some general diplomatic background to the problea?
I cannot discuss thesc questions, (The Vice Minister was ob--
viously ill st ease and apologetic. Privstely he told several
correspondents that {f they came to see him he could ahow

thea relative documents « presumably the treaties).

Surely there is no objection to giving us some historicsl m&

Bo answer, 3

1 believe that last wesk you sort of promised to find cubiWed

tel)l us where MA Chung-yin is and where he has been for
1ast tem years,

c-n say that the spokessan refuses o discuss these questiva
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confm ¢’ war aviat o
cn the lpohmn tell us mm —titude :.m

et

g,\‘ 4

A, Chisa 45 deeply interested in these important problems.

G Articles recent in the Chinese press referring to
" eeloats) 1{
ERG .'f_;,”"’?"i“'",g T S ne

1y sppeared in the Chinese press
French rialisa®.. Does
to, , this refer

Ibw&huotwuﬁmuh. lhst r did it
I ll s0rry but 1 camnot enswer utho::p:oro dotd‘l:?.u

Ym omm' mod the u-uolo. {f %f do:; not represeit the
Governaen would like to fo
wﬂt&sm sayiag that. ’ to follow 1t

After m poiatless Gelder asked to
Mu-ui ‘AR & few minutes 3& his telegraph tig:.mm e

lchumerhumoaimthcrmu
This ‘Moro ounot rd'qr to the Mtk ?u::l tg:.“ “‘"
__!'l_r.-. | : Pai) oy . 7 ]
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vriation?
hvo
IM&“ ol than I have already nid. Chinu is much in-

'111‘ spokeanan comment in
1ato Mo regard te the Japanese advance
thet ﬁlli*. Bt':::z“’ foreign press has been carrying stories

sgt:: ;:r '-ha&hthlnil m knitting) The Japanese drive will
- oud he foroes put up resistance. There 4s

1L the A 11ied forces put up resistance?

(;y &o‘m:u‘)’g.:h?uld have said *judging by the resistance

On Ilnb’ og DOMIT nporhd: an hpor:::t r;i%:t-.uagoni’om« at
ua 18 that of Gcnonl PANG Ping-hwun, Teriier Ohﬁ:::

Pang hed been captured and taken

tha sta tus omnu P ng? Turther informs-

'(M m consultation between
kas ‘Deen ‘due pon by the uﬁzm“.m.:a”“""ihﬁ':fm
ks \ FORG: 8" 1 o wlotud by the Japanese
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April 21/1944
Directops O0ffice or Strategic Services
25th and g Streets N

. W,
Washington, D. C,

Attention:

Colonel g, Edwarg Buxton
Dear Colonel Buxton:

I
to do with the

Secret reports on China,
: ang situati
issimo, T rts o

One hag
on and the other with the Genera]-
€Yy are the repo r
and can be gl

a very trustworthy observer
iven considerable welight,
furnished R &

I suggest that a copy be
& A and 87T respectively.
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T dnalwbet Ddel of Pruty, g2\

l¢ Tha Qemerolissine 18 sjperontly etill out of town — the re-gon "
far the lﬂtdﬁm in the relcuse of the Chinese otwbement regarding Sinkdsng
w1t hid t0 W) ; W the Csnerslinnimo for epprovals. The somson
Tomer Ls what ha 18 in 8lan, alihough soms aay Linolion e

Z¢ FEUR AMGY SOUTCES 00N TUPOTLS that the Cenaralispiow has becn
nder b straln Aalng the pest Jew wveeks, vooe vven saying thed he hus
besm ") ragy®e Toare 1s genersl ngroement that the probleas worrying the
ing foreign eritiolsm gcbixwuc are despstately eurious
Arileles in the loweigu press whish sy knows
- T 8¢ are pot relessed in Ohlna)) relations
vith ins jnerieia Arey, inoluding iray expenditures, negotdunicns over sxshange
rats, and prohloow tevught up by enernl Stdlwell (thr etory Ls nround thut the
Cimmmlissino 1ot the roof after his talk with the General)) and tae Sinkisng
sitetion (Whe Senmwlisedine ia oredited with dully tuntewas =t the slov progress
of the Osntral Sowermamnt mlitary reinforcaments wowing townrd 8is by
ek and the jithery attituds of Chincee offielals regording puhlicity is oxe
pisined ly the Seneseliscimols orvier thet nothing o to e releancd exoe;t after
bis spprowal).

Je The Chiass statencut rogarding the Binkiang doublug ineldent
(whieh sppesred: thls aorning) is an extrensly weak reply to tho TABS story. It
Wow cpoenrs, desiplte serly Chinsra deninle, thot the border betieen Sinkinng
and Outer golia is in dispute, and that the origlw] boablog ocourred very
' # alolosd by Outsr mongolin. Offieial Chlinene olreles ure vary
“fArst Wrylng o pluy the Lneldent upy they nre nov teying to tow
¥8 peovented v loatlon of the TARE storys Rumors persist thet
~8:1oces sowxbers in Binclang. If this ip true, Lt muy moon trouble.
mmuammmmwmwmwanm.

b THE precpect for settlement of Kuosdntung-Comaunist problons weenn
sotilng woree, é.:nx;:nw pre)inimry Comminiot e:’.ulaguw for ﬁh;.
by das mot. pok Yuxise. Pure wre reporis of Fishiing bebresn
8 NGRS dnd Commmist trvops im Moo t Bowan, mmﬁﬁﬁ Ancilsed
a K Bhousi in preperetion for the opaning of & gorridor to

_ Parther reports sllege that this hus bien ugreed 1o by the Fapsusse
ia return for o Oommnls’, sgresment t0 relinquish Centri.l Hopahs There is o flood
of rasors of Rusasian Flxnes transporting Tlarge quantities of muitions® to fanan,

S« Tha press eorrsspondonts? Wip po Yonaa L8 beiny delaged——nll sjedly
LIty of sweiting Lin s wrriwel 4n order w0 Gomplete aYTRRge--
FROUsly flizsy snd ths whols question wos the pubjeet.of &
Mewatdle the Ministry of Inferwitism
luded and 1t sppears thot osnserehdip

e 2V So'ropcrted nt & Matdond Adwinintrative eaferesset will be
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;;;‘ SECRET .

tod & at the present re=de of
mist problens ead preparsiion for Gonetitudionsl gowe
mhmmmmum be eanwmd:u‘.u.
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e mm Oaiel of Btaff, Q=2
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Amdl 7, 1944

Enwu‘”'
‘m &i&? dhm 3 of the mamorandum of April 4 mmm} —

® repord of the Chlnese Governmen’ prers sonfersnoe
wy mmum fruitlops affords of ﬂum
scuething regnrding tis sibuntion ﬁ*?m a;;.luu
though greetly oonosraed over M-o
wm. m‘:{in noafused erd m:deos,s?d‘ ae W
[ ]

3 - thvons

¢ Chinwee 25 Runsile

She Dalted St2tas ware ct.nﬂnd“thﬂitwh
promots thin temedion, Be pointed out ihat Chincpe
’ mmmmmwmmm:man

ir version of the sattor and thid efforts had
writish and Awrienn Governmomtse Yiamlly,

hwﬂv stutament and wero abuut to reloase it

nd obviously offioiud BASS report appe-red

p T Mﬁu of the whole wffudr oe o Chicess offory to cow lisete
Wwﬁumv;hum.,mmmm fron what st be
. . ;wm m. son xdly be soospted as suffisients
78 iny sesml_y be sevewly

-] 5 Cemtral Sowetasient wishes te estadlish ite wndi
. mw%mm pated sonteol

m;vofm 1s an Uaporten pirt of Ohinese irredendim,
o N, S ﬂm, paoumte 0 feudalistis *mlﬂp
eonpletion a8 & reos agninet
el uiticlently from her erisis in
g Lite hir sphire of 1ifluamne.
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Kevey gorsldered thexssives o real purd of the Shiness Repudlie
el Regublis iy nd auly woy Grief amd fragmentery soutiol
the emmwy.

Jnus. 4% eum be orgued that e Chlueor b w loot wivtever

ey Y inw bede Their ;wlley, wiere ¢:d chec ¢hay hive hod

& ohuree 0 exsrelse Lty las besn elfioh and ouprecsive. Wongoils

o2 » o wid the (leld of meserupuious ailitery adwmturers, dothing
has v beas done 10 protuet or benelit <Lt er the comtry or “e
people, Calf-duteraimtion of sduority s0ples 18 & dosirine notieedle
fa B sdute g hidiglig Lo Lis sbesnoe, The Qwmoralissimo goos 0 great
Jemgen Lo Ghinets IMSTINT to jmuve tust the Mongols, Liks the other
oewliles, x5 cotuglly & part ol vue Clidncse reoes. It would not be
rpelalngy Uasefore, to find Lhot the Wongole, aw the Tibetans and
grobetily W aoeChlieve pupulition of glinlong, hate wnd feor the
Chiners sna are detormdined t5 nalnt.in Wwir iudapendanco.

() Direszd by Qe Chlao .y dueibielst grobloms  The Kuomintang
boliowie L. L e Chinere Co'xanle’@ Bove Lot ia Lhe puety and may b
sg im i we ML, sy ol T Y, L Sovhotes  Mhwy ey oonnidor thad
the Fipancer of Pavtln wddey Ll Ouond wungolis ocg be taken as ra
tndieiion of Ruesien intercet cud nlus itk roe,e0t to the Couowunlete.

(5) In vvg ¢ W0 Ducalns plens Lo sluddang, in Hanchuria, in @hius

ag & wioley, r0? rop sveyal ertledpntion In the Fua Yugtarn wore IV
My D& e, £ar Aras poe, Wt LF Rausis lats o ¢ take w bancvolent

* 2 in e o, UF ghe Vesr nnY ) aadl L roek bod o celflil iateroste
and Lf ww ot W Lew 2 e malghior 3 ssong, iy eikiond and y
OnLam {uview tir Tumilate.g), awn che Wil support Cidnets Cerritorlal
Lutegrity ool 0 6 Lea Chlne e O kb W cotwd = ruther bhan theoreti-
O = BovRFEL ', 0veT mush irei w8 Oubor Mool e

Jeo Prezant Chlwne Lordemldy amy ath o ot rutate wdi=ituesion
fosllngy hota Lt Chicy «nd (I ul,

Yoo Lumelocigg Joverasent, awl aans ol Dllaese, Lo Kuesia
asl rLpve L ve o grocter L1, we AT WA, jaobeabin LlY = than
Jupatie WAMH their teeditbonal, ond &) pirently uwnsbokecblo, babis of
playiag off ene | riy agined unotiue, there slenmain J(olike ovidenses
oX aloww Writish=flovistbeinerionn wnlarstandivg, vl wmelovie sigus of
atfferimees af dir.altye They count for w01t on the siti-Jtrnmiat
sentimnte of the contwolling Britich cunackworives nod w Lrge pard of
e Aparisan people. Peoent wtiolos Sron the United Utates by Ohinses
powamen (of the Baintngts offiocinl wevs wgency) suphasise the Allied
auspleiens of Muesiats motiws, The Genervlinpime in rooent talke has
anels on Wik mpposed friotions betwesn the Uuitnd States end Orest Peifain
sid Wasis, anC the maghisations of the Muselans in the M ot
Loportant f‘umw ' ing M0

sl W’-’w 4
1y, K5 " b %ﬁg"'}&' "E.»

B
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supposedly heve o good offe0t on fopre
Msh quastions us the Kuaudn teang=goumni st ocmﬂtotf“
snd for the cone Teisonny be hoped thet it will weaken tie
. L&mzu moat of whom are Driendly townrd Nunais

de Toanr Qovernment 960K8 and opportunity to rally Ohiness nationuligs o
W previde a diversion of atiention fyon fullings in othuy diroetiong, o o

i1y fiom the thire polut mentdoned obove, It
¥ell at honey (whioh in vary definitely tiw cuge in
» there oun be mothing better than finding « Foreign
Soword whloh to divert uttention, The Government hagp sought
‘o giw & boosd te mutional worale by meking much of the reucvery of
! tud the plens for the duvelopacut of the whole Northwsats now
mu that this ip thrautened by Russia, If the Chinoge Conmunisto
PAR OAh be Droughit dato the Ploture, 8o moh the bettear, Woxthy
! of motd in this on 1o the awtmn{ly audden omergence of EROr K
ot a m;pms nese Cowamist wwle of ¢ nts
botwei the Oomeunis ft corridor to Outer
: wal Governnent foroes
Aok Fneuts of w;u:; urng to the Qoununints hy nix,
MRy sources, inaluding the hi ont offidiale
TS Hure 1s 28 yob 5o evidonos of tuin lavirs bl rp faote

of tho Ohinese londers
yeurs, when thoy felds morel presoure to take
thm wur%" 0 seck refuge in the sxguse of &
home other quirter. The rocent “'nkin develomonts
ted ue & variunt of this atrategy, w Pronte

oy be ocousidercd too dogtio,
s Tortar a0d pviaLiony rot mncias o e Fer
@ ou, certainl
his position W fuse of erowing c«nzml
s Beek trouble pfor hinaeld vy e
tteapting to ootublish his frontier
Ua. As actioned in By
lieve that 8 from. |
strategie for possible
denied that China, in the
8 nhowlag an e,
t Northwest developmont, the strtug
fod Tadllinde Algo At eannot
‘ teriorated to &
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h 2 with the eupress
Mmuuusduulmcptb?"' o bevd & )
“Qeaereliseise hinself, Busepiions ‘o Ue ‘:Mb;",:'“ the dengers 1

. oush a8 BB Yo, whe “"wm, - 19y iy oven though
AR attempts %0 digtord and magn ,
3 and disgreed vith atbenps f/ ,

BRI TIPS T b 1 B Bt

tidlion in o
' % dent, oad the Likelihood of ite repe =
obise "‘lﬂ: g i cuj.m“ z.ii.mmi. no:wtmw in their present aepro:s n:'.t:: “:20 )
Lapo 'miﬁ “%3: of the attitude whieh the United Btotes should a;:' bomes:
pinoedo a“a:i‘fztrcmsl. In & broeder Kelpe this gussatdon :,'nvolrﬂ o p
nm aith both Runsia and the pressnt Ohiness gove: nments

‘e ooneerned ns wnd polioies in Asis Lessuse they sre (i
". ::’.t:&?o:: R ph:iwinn:;?:ﬁu@::.n. 3\‘:: our relations with Russla T:

Slexd and military "
ut sresant oply & wubordinate w:i: :&:‘: gﬁ,” wer offort and post-

' ia
$ to lesrn whet She Russiah ainp }
aing uur:ﬁoioloﬁm to this will be :ﬂ. eareful ﬂ.rr:l T i)
boktvuten, o porider wurport o e, NOH ! O
“ ‘ » <"
The 1idalative mt'go“x:;: fimmly i owr hands. To do otherwise ¥ 14
she tail wag the dog.
£ 4

' ; inese government, ]
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1 v Sinidang ineldent?

A I Bavw m0 statemcat %0 wake in Tegard to this mottere I regret that X
ssnnot smdAfy the infurmation alreudy given 1o the Mroise

Qe Is there uny queotion of alurity or Ahs bordert
Ae I regred Shut X huve Do statessnt ubd onnnot dipouos this mastier.
Q « O jou De quoted e suying that there is no stutsamnt?

A»  (After hesitation) X think it is batter thet you net quote me &8 ying
St thers ia no statement,

Q- I iuy further ototemsit in sregurd to the m:ttoy being prepared?
e Wus that I know of,.

Qe WALl the Viee Minister comueat on the recently oonaluded ngreoment
atwoum Beviet Rupsin widl Jepsn?

1 o stutsaent.

Q. Doet the spokesucs bsve eny news 10 give us in regerd to the rise riots
vhion have reositly ocoured in Chungking?

be  (Apporent surprinse) I do pet keow of anye

R Dosi the spokecwsz kinow of uny Tveant Lusldeats inwolving ohooting
betwoon gondarces ond olviliane?

As Oonsultativs mpong the mpokesnen) I do not know of any sush lnsldmntss
Hnere Wy ks pleow and when?

’; % Dhaplngpee Cendarzes opened Cive after « oxowd looted some rioe shaps
o peopls were killed.

Lo Wé?. Re ¥ will try % find out about the mstier from the wmi~
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yor: of Qhamgieing rumors of sush riee riots wore councn LUt were alweys
found $0 Do growniless) bhe wue therefire sonvinged that therw wes oleo ne
Beals Tof) the propont atoryls

dai it Ltagral part of Ohlmt (as Forwas lerted to:spk
» Witrled 98 abep himy miylige '!("lmn do mot uek thes
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WY s the Beaning of Toferring &0 them ip this usy?
WAL’ beswuas they are now under vempation hy Jepan,
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1 o fuw minates wAth his tel m?h e exoused and returned
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28 March 1944 X G nns

SEGRET

SUBJECT: Control of Chinese Agencies adbroad

53

Dr. Ce L. Hsia is sariously embarrassed and rather exercised by a
report which he received indireotly through Mexico that all Chinese
agencles abroed would henceforth come under sontrol of their respective
exbessy, legations, and oonsulates. In the game of politics, Dr. Hsia's
position hes besn strong becsuse of the fact that he is independ=zat of
locsl jurisiiotion, interference end msddling. His personal status has
been superior to thet o’ Consul General James Yu of New York City. This
latest order, if correst, changes the entire gituation, and there is a
possibility that, if any meddling actually occurred, ho might feel com~
pelled to resign his present position as Director of the Chinese News
Service.

The ordsr also means that such sgsncies as China Defense Supplies,
Universal Trading Corporation, oto., might also be placed under the con-
trol of the embaszy and consulates. In view of the fmot that some of
these Chinese Govermment agercies have been orgsnized by Dr. H. H. Kung,
whereas T. V. 3oong is tho Foreign Minister, it sppears likely that a
nasty political embroglio might develop.

The significant festure is thet the aileged order was issved by the
Exesutive Yusn, whioch is superior to the miniatries. DNr. Hsia heard about
the report from his brunch manager in Mexico City, Chen Yih. Oa 23 March
1944, Dr. Hsia wrote +o Minister Liu Chieh as follows:

"I have just received a letter from Chen Yih in Mexico City enclosing a
copy of m Executive Yusn order deted 13 QOotober 1943 tc the effeoct that
all Chinese sgencies sbroad should come under the oontrol of respestive
ombassies, lezations cnd consulates. Mr. Chen Yik has aked for my direc-
tions conoerning this order. I have no doubt your embazsy might have sent
me a similer order for my edification but somehow you heve not done so,
possibly to save paper or my fesiings. Will you kindly advise me as to
the interpretation of this order so thet I may be guided in my reply to
Chen Yih and poasibly Yui Ming."
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Generai Magruder & April 1044
Williee I, Langer

Ruesent eadbles haw indioas
ved Shat the ON
Sesiont dovarzment 1) opndac s sriflohy UHARS,
is, therofore, of some | o “het
nserest to ha
e of tre Wn; Direostives whi "r3i3°’ b
oh have
illuog. wac atSached Direotive was r:iw.rdzﬁgg:nua
mﬁwxnm ing by Xr, Yates, the repreamntative of
oyl o tal Oemuittes, and s o go0d row
on of ths exesllens work he is doing in
of thlntgirtotlvo has bee

Any further
be appreciated,

Willian 1 Lang
Direstor, Dransh of
Researeh and Analysis
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sontreled by erafty faotion (espeaially tn the sountyy,
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he "guard agatnst the orafty fastion® Eroups and to ex-
;;mto the work of 1nvooelgut1ng and gathsring of informae
Lone
Hobilis. every membor of the Party to institue an "$adivi.
Son7ersion” movement Anong relstive and social SOOI e 0w
tions to induoce ambers of the orafty faotion to withdraw
thelir memberships) have these mombers who are already son=-
Yerted $o eontinus thig ¥individual sonversion" method to
wnfluenos other nembers in the cuﬁg faotion, This wili

N1Li1l our Pars 's obligation t education for those
:luhm'm.gmyto hnvonohnn«toutumtot!u

not publiely made
Ur Party may have the
ior to go back to the orafty fastion
4 , Senps $o éiarupt Lts organisation,
These notivisies will be lug:rvuod and direoted by the
NMubey first 1ndused these sonverss to withdraw from
the erarcy fastion, In ocane their asitvities are disgovered
She orafty fastion, they should combine together and
pablish an announsement deolaring that they have
withdrewn from $he orafty faotion, thus making tiocally
rhgnificant, Thesc people nboula be given proper positions
in our Party,

G+ In Oenmection With MLlitary Aotivities

1) Instigate farmers and labsrers to set Up an antieindustion
novement in order to guard against an xpansion of the Avy
of the srafty fastionm and to lead thoss able=bodied inductees
vho were foreed to iotn to esoape with theiy guns either
bagit to their own villages ox areas garrisoned by the
National Ammy, ,

< &nd brave mexbers of ouy Party to attend nilitary
the oralsy faotion, They shal afserwards make
1 S el e i et
) ¥ Soldiers, to inssigate so ors
their memberships from cutty“rnuon and
%0 influenss these soldiers to join the Fasional Army,

 of p hlnmrg@tlhmu!hmthomu
s ﬁ;{ ate and "defend the village" movoe
O K AT i
oy ; protestlon , agej
Yho are sswmcd $o cuard - againss

3 o oF inberfer 0. by sthe armed forees
y Sadtion: make use omommmmw o
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OFFICE OF STRATEGIC SERVICES
WASHINGTON 28, D, C. BR
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16 May 1945

Goneral Donovan

: As roquosted Mr, Martin's and Lt., Shaughnessy's
momdum has beon prepared for transmittal to the
Presidont, A one-pago amummary is attached together with
n meaorandum of transmittal for your signature,

/gica~«¢.«, CB —’ 2

Duncan G, lee, -

Major, AUSR
Attachmonts

SECRET

Wik 1y v b
MuEr ¢ L LLICE
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15 May 1945

Miza Rose Conway
The White Bouse
Waghington, D. C.

Dedr Miss Conways

* I am attaching a memorandum on Chinese
Inflation, which I think will ba of interest to
thre President.” Will you pleasc see that it reaches
his desk.

Thark you.
8incerely,

v

William J. Donovan

o
: e - 3 . :
. : . . ” . ‘ .
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ZEUENT INFLATIONARY TRENDS IN CNINA

I. e kxehisa
7y is direeted at informatien avail-

shle %0 088 Washingtes ea the eiuses of the re-
¢eat yupid inerease in yriee levels ia Free Chima

cud an explanatishn eof sertain propesed rameiiess in
the light of these eauses.

Jor & pericd of several years chiness priees
doon umuta et sa averags rate of spprexi-
10% per moath, Although thers have besa sub-
variations iz She rats of inerease frem
Sine re is ne previews yeriod ia whieh
shioved in the past thres menths of 0%
has beek oquwaled. UR one er two oconsions
of this magnituie Sook plase for & rela-
zglu. as for example, in the winler
e praseat rise is a more sustained
ovexy evideane of oaaunh{; Is fol-
of nearly five meaths of Te tive

riee
lethiag and mrounu“b;mt-
sueh as msat and pev'try and dairy pre-~

of these prise imereases and of the
Lo, 8, Somsteds ol

s _ od &
 ad mu'mmu rhood of
298 dMlliea GX. nummnumwmm
v % Nest a esnstantly wid dudges dofi-
vo meaths age the defieit fer 948 was
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catisated 2t 00 Milliea (l' price inereases siaece
that %ime have Yeea at a rate that the defieis
for 1948 15 aew estisatod at dedtweea 2850 and 300
iliea OGN, This wiil require a dewdling eof she
eurreaey issus ia thia ealamdar yeaz,

Santen of the Recant Ranid Ixiee Rise

088 has utilised all the seurses availabdle %o
1% 18 Na s Doth clendestine and overs, te eol-
leet informa oa She possidle eauses of the receat
sepid rise ia the rate o Jﬂ.u insreasss, Ii has
diseussed this problem with the following perseas,
ansag ethers: ral Olmstsad; Mr. Shoemaker of She
Chase Natissal Baak; Selssen idler, Treasury sttashs
%¢ the Amsrican Embasey i. Chinaj} f.ou Hendorsea,
fikeseisl udviser te the Chinese Govermmeats:; Oliver
loskhars, aéviser oa Far Ensters finanees t0 the
8tate Departaent; Arthur Yowng, finaneial advisor o
. N, KXuag; T. V. Soeag, Aeting Presideat of the Rx-
osutive Tuaa; Touyee Pol. mansgisg direetor of the

Bask of China; James Jacedaea, furmer assistant ehief
of . the Nelsea Missiea to the Uhinese Goveramens;
Joberh Gould, reoeat ':ncul reseasasive ia China

of .Lawshlia Ourrie; ing Willauer, direeter of
Sho Faz East amd Speeisl Territorial Eraneh of the

Poreiga Xeononie Admimistresien,

Our investigations will de eontinued and further
reoulNs repersed.

Zn addision, a cable kas deea seat %0 the Ohima

Theater and a report is being prepared there whaleh
will be saat direetly %0 the tgum Headquarters,

Both these interviewed and Ske nembers of the
00F stuff wha have the mest nrriun asd knowled(te
of the sudjest are in sudstantial agreeneant oa the
souses of reoont Vreads,

While there have beon wnquesticasdly n:{ {iastsa-
ook of individmil sanipulations, Mearéing, -adnin-
istration, and othar Jnouou whieh have esatriduioed
% the cuut inflatiennsy situation, there 5 »o
ressen believe that these have desa sudstantially
seaths than in the pass, mey
theve aay : ) l‘m She shat
ths 19008t price rines Mave the result of an
organised sampnign % asceenmplish thin ea 3he pars of
any politicel grewp. It 1is 20t delieved Shat faetions

—~—

-
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